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his past ear marked our 26th consecutive year of financing

the innos anon sector Helping technology and life science

entrepreneurial companies and rheir ins estors succeed continues

to dris our strategr
and moth ate our gross

th

Going into 2009 we bad three coie objectives that we succeeded

in meering First and foiemost we wanted ro remain open for

business and continue lending to our clients in support of their

gross th objectives We kness this would be task but we had

prepared ourselves financially to weather severe storm ss hich

sve hare done to date

Our second objectis was to continue to invest in our business

despite the downturn As we will outline ste succecded in

balancing strategic investment in our business with caution and

prudence in light of the economy at large Having studied the

histories of established and successful businesses we belier that

those that ins est in had times are more likely to prevail when

economic conditions improse We
frilly expect that our

continued ins estnscnts in the business will put us Fir ahead as

conditions improve

Finally we wanted to remain profitable strove to produce

positive teturns fully knoss ing that it ssould be challenge We

ate pleased to report that we ss etc profitable in 2009

The ycar ssas perhaps the most challenging in SVB Financial

Groups history for thc global economy for the industries

serve for the markets in svhicis sse operate and for our clients

employees and shareholders

Although ss met our primar ohjectivcs the market we

speeialiee in did experience significant declines in many of the

areas core to our business and that of our clients

rc losvcst level ofs enture capital VU ins estment since 99

SF.7 billicin

mere 13 initial public offering exits salueel at 1.9

billion

six-year loss in VU fund-raising Fs firms raised just 913

billion less than half 0f the S28 billion they raised in 2008

Sudden and significant company belt-tightening by virtually

all companies in response to the global recession leading to

decline of 5.2 percent in information technology spending

5XTe felt the majonrv of the effects of these trends in the early part

0f the year ss bich included 911 .8 million consolidated net loss

applicable to common stockholders in the first
quarter

Yct

despite the challenges rye are proud of our perfornsance and

ended the year in the black This was no snsall fear given the

economic environment of the financial sers ices community to

sshich we belong

ositioninq to ncrease Ree ns

Net ineonse asailable to common tockbolders for 2009 was

522.7 million or 90.66 per diluted common share E.xclucling

non-tax deductible charges of 911.4 million related to the U.S

reasurys Capital Purchase Program repayment
and goodssill

impairment charge of 54.1 million net income for 2009 ssas

538.2 million or 51.12 per
diluted common share were able

to he profitable because sve had put ourselves in the best position

te respond to the rapidly changing world around us

In the svake 0f fess problem loans ste pulled in additional

resources to help us better rcs less our entire loan portfolio and

sve identified opportunities to enhance our already rigorous

undersvriting and credit
monitoring

This includcd modeling

broader set of furur economic scenarios to better understand

hoss extreme changes in the economy ssould affect each

individual credit tX/c also introduced more execuris os ersight

into rise res iess and the approsal of larger credits

lhrough this persisrcnt and eonsistcnr effort ss resols ed the fess

issues ss had in the early months of 2009 and significantl

reduced our icr dr of classified and impaired loans as the
year

svent on all svhile ensui ing that we remained supporris

financial parrnei

In an economy
like the one were been experiencing capital and

liquidity play critical role and ss focused on ensul ing that we

had plenty of each In Deecmbcr 2008 ss joined many other

stable and profitable banks by hot ross ing from the

Ileasurys Capital Purchasc Program

With this capital ss strengthened our balance sheer and

continued to operate from position of strength
Most

importantly the apital Purchase Program helped us continue to

lend comfortably and remain open for business at rinse ss hen

many of our clients financial nceds ss crc partieuIarl scnsirivc

and othei lenders were tightening their lending practices

Overall loan outsr.indings declined in 2009 prim.rily due to

client deleseraging and losver demand for venture capital call

lines Despite this rs continued to lend and gain marker share

among enrure-haekcd and mature companies

In 2009 sse added more than 400 ness loan clients that were

rcsponsihle fhr nearly SI billion of ness hoi rosvings All told ss

added nearly 000 ness clients and nercased our marker share

We think rhk rypc of grossrh espeeiall against th ecoisomic

backdrop is sonsething to he proud of Ilsese marker slsard gains

proissise to increase our earning posser once rite economy and the

demand for les erage reeoser

As rise year progressed and rise ccononsy began to srahili7e rise

debt and equity markcts opened oisee again to companies like

ours seeking capital rts scipport
their chienis ss Isile continuing to

gross In Nosensher rse tooktdr aisrage
of suds an opportunity

affhrdcd to its isy our sound financial situatiois to complete

successful 5307 million total equity raise

Follors ing rise equirs taise sse used p01 non of rise isen proceeds

to repay 9235 nsilhon in Capital Purchsase Prograiss fuisds to rise

U.S Ileasury

fhese Isas certainly been extraordinary tiisses and rise Capital

Purchase Prograns misaligned as it may he in some iseopl

perspeerises
served ss orthss Isile

purpose
in did ss hat It set out

no do It Iselped healrisy banks like SVB reissain eonfideisn us stir

capital reserses alioss hsg us to eoisriisuc to lend consfortably in

an uissrahle cnsironlssent Today our liquidity and capital ratios

put us ansoisg the top haisks We are proud to have acnisely

supported ocir clients throeighoun rise dossnruris as tisey gress

created jobs and eonriisued to bring iisisosations to marker
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Forward-Looking Statements

This Annual Report on Form 10-K including in particular Managements Discussion and Analysis of

Financial Condition and Results of Operations under Part II Item in this report contains forward-looking

statements within the meaning of the Private Securities Litigation Reform Act of 1995 Management has in the

past and might in the future make forward-looking statements orally to analysts investors the media and others

Forward-looking statements are statements that are not historical facts Broadly speaking forward-looking

statements include without limitation the following

Projections of our net interest income noninterest income earnings per share noninterest expenses

including professional service compliance compensation and other costs cash flows balance sheet

positions capital expenditures and capitalization or other financial items

Descriptions of our strategic initiatives plans or objectives for future operations including pending

acquisitions

Forecasts of venture capitallprivate equity funding and investment levels

Forecasts of future interest rates economic performance and income from investments

ForecaSts of expected levels of provisions for loan losses loan growth and client funds

Descriptions of assumptions underlying or relating to any of the foregoing

In thIs Annual Report on Form 10-K we make forward-looking statements including but not limited to

those discussing our managements expectations about

Market and economic conditions and the associated impact on us

The sufficiency of our capital including sources of capital the extent of which capital may be used or

required and in the event of credit or other losses

Our liquidity position

Our payment of cash dividends on or our repurchase of our common stock

Our overall investment plans and activities including venture capitallprivate equity funding and

investments and our investment of excess liquidity

The realization timing valuation and performance of equity or other investments

The likelihood that the market value of our impaired investments will recover

Our intention to sell our investment securities prior to recovery
of our cost basis or the likelihood of

such

Expected cash requirements of unfunded commitments to certain investments

Our overall management of interest rate risk including managing the sensitivity of our interest-earning

assets and interest-bearing liabilities to interest rates and the impact to earnings from change in

interest rates

The credit quality of our loan portfolio including levels and trends of nonperforming loans

The adequacy of reserves including allowance for loan and lease losses and the appropriateness of our

methodology for calculating such reserves

The level of loan balances

The level of deposit balances

The level of client investment fees and associated margins

The profitability of our products and services

Our strategic initiatives including the expansion of operations in China India Israel the United

Kingdom and elsewhere

The expansion and growth of our noninterest income sources

The financial impact of continued growth of our funds management business

Our plans to form new managed investment funds and our intention to transfer certain existing

investment commitments to new funds the subsequent reduction in our total unfunded investment

commitments upon such transfer and the associated accounting treatment



Distributions of private equity or debt fund investment proceeds intentions to sell such fund

investments

The extent to which our products and services will meet changing client needs

The changes in or adequacy of our unrecognized tax benefits and any associated impact

The settlement of convertible debt instruments

The repurchase of our warrant issued under the U.S Treasurys Capital Purchase Program

The extent to which counterparties including those to our forward and option contracts will perform

their contractual obligations

The issuance of shares upon exercise of stock options

The effect of application of certain accounting pronouncements

The effect of lawsuits and claims

Regulatory developments including the expiration of certain FDIC insurance coverage possible new

capital requirements and the implementation of certain requirements by the Basel Committee

You can identify these and other forward-looking statements by the use of words such as becoming
may will should predicts potential continue anticipates believes estimates seeks
expects plans intends the negative of such words or comparable terminology Although we believe that

the expectations reflected in these forward-looking statements are reasonable we have based these expectations

on our beliefs as well as our assumptions and such expectations may prove to be incorrect Our actual results of

operations and financial performance could differ significantly from those expressed in or implied by our

managements forward-looking statements

For information with respect to factors that could cause actual results to differ from the expectations stated

in the forward-looking statements see Risk Factors under Part Item 1A in this report We urge investors to

consider all of these factors carefully in evaluating the forward-looking statements contained in this Annual

Report on Form 10-K All subsequent written or oral forward-looking statements attributable to us or persons

acting on our behalf are expressly qualified in their entirety by these cautionary statements The forward-looking

statements included in this filing are made only as of the date of this filing We assume no obligation and do not

intend to revise or update any forward-looking statements contained in this Annual Report on Form 10-K



PART

ITEM Business

General

SVB Financial Group is diversified financial services company as well as bank holding company and

financial holding company The Company was incorporated in the state of Delaware in March 1999 Through our

various subsidiaries and divisions we offer variety of banking and financial products and services For over

25 years we have been dedicated to helping entrepreneurs succeed especially in the technology life science

venture capitallprivate equity and premium wine industries We provide our clients of all sizes and stages with

diverse set of products and services to support them throughout their life cycles

We offer commercial banking products and services through our pnncipal subsidiary Silicon Valley Bank

the Bank which is California state-chartered bank founded in 1983 and member of the Federal Reserve

System Through its subsidianes the Bank also offers brokerage investment advisory and asset management

services We also offer non-banking products and services such as funds management private equity investment

and equity valuation services through our subsidiaries and divisions Additionally we focus on cultivating

strong relationships with firms within the venture capital and private equity community worldwide many of

which are also our clients and may invest in our corporate clients

As of December 31 2009 we had total assets of $12 billion total loans net of unearned income of $4

billion total deposits of $10 billion and total SVBFG stockholders equity of $11 billion

We operate through 27 offices in the United States as well as offices internationally in China India Israel

and the United Kingdom Our corporate headquarters is located at 3003 Tasman Drive Santa Clara California

95054 and our telephone number is 408 654 7400

When we refer to SVB Financial Group SVBFG the Company we our us or use similar

words we mean SVB Financial Group and all of its subsidiaries collectively including the Bank When we refer

to SVB Financial or the Parent we are referring only to the parent company SVB Financial Group

Business Overview

For reporting purposes SVB Financial Group has four operating segments for which we report financial

information in this report Global Commercial Bank Relationship Management SVB Capital and Other Business

Services Financial information results of operations and description of the services provided by our operating

segments are set forth in Note 21Segment Reporting of the Notes to the Consolidated Financial Statements

under Part II Item in this report and in Managements Discussion and Analysis of Financial Condition and

Results of OperationsOperating Segment Results tinder Part II Item in this report

In July 2007 we reached decision to cease operations at SVB Alliant our investment banking subsidiary

which provided advisory services in the areas of mergers
and acquisitions corporate finance strategic alliances

and private placements After completion of the remaining client transactions operations at SVB Alliant were

ceased as of March 31 2008 Accordingly SVB Alliant was no longer reported as an operating segment as of the

second quarter of 2008 We have not presented the results of operations of SVB Alliant in discontinued

operations for any period presented based on our assessment of the immateriality of SVB Alliant results to our

consolidated results of operations

Global Commercial Bank

Our Global Commercial Bank products and services are provided by the Bank and its subsidiaries The

Bank provides solutions to the financial needs of commercial clients through lending deposit products cash



management services and global banking and trade products and services It also serves the needs of our

non-U.S clients with global banking products including loans deposits and/or global finance in key
international entrepreneurial markets where applicable

Through lending products and services the Bank extends loans and other credit facilities to commercial

clients These loans are often secured by clients assets Lending products and services include traditional term

loans equipment loans asset-based loans revolving lines of credit accounts-receivable-based lines of credits

and capital call lines of credits

The Banks deposit and cash management products and services provide commercial clients with short- and

long-term cash management solutions Deposit products include traditional deposit and checking accounts
certificates of deposit money market accounts and sweep accounts In connection with deposit services the Bank

provides lockbox and merchant services that facilitate timely depositing of checks and other payments to clients

accounts Cash management products and services include wire transfer and automated clearing house ACH
payment services to enable clients to transfer funds quickly from their deposit accounts Additionally the cash

management services unit provides collection services disbursement services electronic funds transfers and

online banking through SVBeConnect

The Banks global banking and trade products and services facilitate clients global finance and business

needs These products and services include foreign exchange services that allow commercial clients to manage
their foreign currency needs and risks through the purchase and sale of currencies swaps and hedges on the

global inter-bank market To facilitate clients international trade the Bank offers variety of loans and credit

facilities guaranteed by the Export-Import Bank of the United States It also offers letters of credit including

export import and standby letters of credit to enable clients to ship and receive goods globally

The Bank and its subsidiaries offer variety of investment services and solutions to its clients that enable

companies to effectively manage their assets Through its broker-dealer subsidiary SVB Securities the Bank

offers money market mutual funds and fixed-income securities Through its registered investment advisory

subsidiary SVB Asset Management the Bank offers investment advisory services including outsourced treasury

services with customized cash portfolio management and reporting

Relationship Management

Relationship Management provides banking products and services through the Bank to our premium wine

industry clients including vineyard development loans as well as range
of private banking services to targeted

high-net-worth individuals

SVB Wine is division of the Bank that provides banking products and services to our premium wine

industry clients including vineyard development loans. We offer variety of financial solutions focused

specifically on the needs of our clients premium wineries and vineyards

SVB Private Client Services is the private banking division of the Bank which provides range of credit

services to targeted high-net-worth individuals using both long-term secured and short-term unsecured lines of

credit These products and services include mortgages home equity lines of credit restricted stock purchase

loans airplane loans capital call lines of credit and other secured and unsecured lines of credit We also help our

private clients meet their cash management needs by providing deposit account products and services including

checking accounts money market accounts and certificates of deposit and other personalized banking services

SVB Capital

SVB Capital is the private equity arm of SVB Financial Group which focuses primarily on funds

management SVB Capital manages venture capital and private equity funds on behalf of SVB Financial Group



and other third party limited partners The SVB Capital family of funds is comprised of funds of funds and

co-investment funds SVB Capital generates income for the Company primarily through management fees

carried interest arrangements and returns through the Companys direct investments in the funds Most of the

SVB Capital managed funds are consolidated into our financial statements See Note 2Summary of

Significant Accounting Policies of the Notes to the Consolidated Financial Statements under Part II Item in

this report

Other Business Services

The Other Business Services segment is primarily comprised of our Sponsored Debt Funds Strategic

Investments segment which is comprised of our sponsored debt funds Gold Hill Venture Lending funds

which provide secured debt tO private companies of all stages and Partners for Growth funds which provide

secured debt primarily to mid-stage and late-stage clients and ii certain strategic investments held by SVB

Financial Other Business Services also includes the results of SVB Analytics which provides equity valuation

and equity management services to private companies and venture capital firms

Our Sponsored Debt Funds Strategic Investments segment and SVB Analytics do not individually meet

the separate reporting thresholds as defined in Accounting Standards Codification ASC 280 formerly known

as SFAS No 131 and as result we have aggregated them together as Other Business Services for segment

reporting purposes Previously our global operations SVB Global were aggregated as part of our Other

Business Services segment but is now included in our Global Commercial Bank segment The operations of

SVB Wine and SVB Private Client Services were previously aggregated as part of our Other Business Services

segment but is now included in our Relationship Management segment In addition our sponsored debt funds

and certain strategic investments held by SVB Financial were previously included in our SVB Capital segment

but are now included in our Other Business Services segment

Income Sources

Our total revenue is comprised of our net interest income and noninterest income Net interest income on

fully taxable equivalent basis and noninterest income for the year
ended December 31 2009 were $384.4 million

and $97.7 million respectively

Net interest income is primarily income generated from interest rate differentials The difference between

the interest rates received on interest-earning assets such as loans extended to clients and securities held in our

investment portfolio and the interest rates paid by us on interest-bearing liabilities such as deposits and

borrowings accounts for the major portion of our earnings Our deposits are largely obtained from commercial

clients within our technology life science venture capital and private equity industry sectors Deposits are also

obtained from the premium wine industry commercial clients and from high-net-worth individuals We do not

obtain deposits from conventional retail sources

Noninterest income is primarily income generated from our fee-based services and returns on our

investments We market our full range of fee-based financial services to our commercial and venture capital

private equity firm clients including global commercial banking private client investment advisory asset

management and equity valuation services Our ability to integrate and cross-sell our diversefinancial services to

our clients is strength of our business model

We also seek to obtain returns by making investments We manage and invest in venture capital/private

equity funds that generally invest directly in privately held companies as well as funds that invest in other

private equity funds We also invest directly in privately held companies Additionally in connection with

negotiating credit facilities and certain other services we frequently obtain rights to acquire stock in the form of

equity warrant assets in certain client companies



Industry Niches

In each of the industry niches we serve we provide services to meet the needs of our clients throughout their

life cycles beginning with the emerging start-up stage

Technology and Life Sciences

We serve variety of clients in the technology and life science industries Our technology clients generally

tend to be in the industries of hardware semiconductors communications and electronics software and related

services and cleantech Our life science clients generally tend to be in the industries of biotechnology and

medical devices key component of our technology and life science business strategy is to develop

relationships with clients at an early stage and offer them banking services that will continue to meet their needs

as they mature and expand We serve the following technology and life science clients primarily through three

practices

Our SVB Accelerator practice focuses on serving our emerging or early stage clients These

clients are generally in the start-up or early stages of their life cycles They are typically privately-held

and funded by friends and family seed or angel investors or have gone through an initial round of

venture capital financing Typically they are primarily engaged in the research and development have

little or no revenue and may have brought few products or services to market

Our SVB Growth practice serves our growing companies which includes our mid stage late

stage and corporate technology clients These clients are in the intermediate or later stages of their

life cycles and are generally privately held many of which are dependent on venture capital for

funding Some of our corporate technology clients that are in the more advanced stages of their life

cycles may be publicly held or poised to become publicly held Our SVB Growth clients may generally

have solid or more established product or service offering in the market with more meaningful or

considerable revenue They also may be expanding globally

Our SVB Corporate Finance practice serves primarily our large corporate clients which are more

mature and established companies These clients are generally publicly-held have more sophisticated

product or service offering in the market and significant revenue They also may be expanding

globally

Venture Capital/Private Equity

We provide financial services to clients in the venture capitallprivtite equity community Since our founding

we have cultivated strong relationships with the venture capital/private equity community particularly with

venture capital firms worldwide many of which are also clients We serve more than 600 venture capital firms

worldwide as well as other private equity firms facilitating deal flow to and from these private equity firms and

participating in direct investments in their portfolio companies Unless the context requires otherwise when we
refer to our private equity clients we mean our clients in the venture capital/private equity community

Premium Wine

We are one of the leading providers of financial services to premium wine producers in the Western United

States with almost 300 winery and vineyard clients We focus on vineyards and wineries that produce grapes and

wines of high quality

Competition

The banking and financial services industry is highly competitive and evolves as result of changes in

regulation technology product delivery systems and the general market and economic climate Our current

competitors include other banks debt funds and specialty and diversified financial services companies that offer



lending leasing other financial products and advisory services to our target client base The principal

competitive factors in our markets include product offerings service and pricing Given our established market

position with the client segments that we serve and our ability to integrate
and cross-sell our diverse financial

services to extend the length of our relationships with our clients we believe we compete favorably in all our

markets in these areas

Employees

As of December 31 2009 we employed 1258 full-time equivalent employees

Supervision and Regulation

Recent Developments

In response to the recent economic downturn and financial industry instability legislative and other

governmental initiatives have been and will likely continue to be introduced and implemented which could

substantially intensify the regulation of the financial services industry including possible comprehensive

overhaul of the financial institutions regulatory system
and enhanced supervisory attention and potential new

limitations on compensation arrangements
with executives and employees of financial institutions SVB

Financial cannot predict whether or when potential legislation or regulations
will be enacted and if enacted the

effect that it or any implemented regulations
and supervisory policies would have on our financial condition or

results of operations Moreover especially
in the current economic environment bank regulatory agencies have

been very aggressive in responding to concerns and trends identified in examinations and this has resulted in the

increased issuance of enforcement orders to other financial institutions requiring action to address credit quality

liquidity and risk management and capital adequacy as well as other safety and soundness concerns See Risks

Relating to Market and Economic Environment in the Risk Factors section under Item 1A of Part of this

report

Through its authority under the Emergency Economic Stabilization Act of 2008 the EESA as amended

by the American Recovery and Reinvestment Act of 2009 the ARRA the U.S Treasury Treasury

implemented the Capital Purchase Program the CPP program designed to bolster eligible healthy

institutions like SVB Financial by injecting capital into these institutions We participated
in the CPP in

December 2008 so that we could continue to lend and support our current and prospective clients especially

during an unstable economic environment Under the terms of our participation we received $235 million in

exchange for the issuance of preferred stock and warrant to purchase common stock and became subject to

various requirements including certain restrictions on paying dividends on our common stock and repurchasing

our equity securities unless the Treasury
consented Additionally in order to participate in the CPP we were

required to adopt certain standards for executive compensation and corporate governance During the latter part

of 2009 we decided to take steps to exit the CPP and after consulting with our primary regulator the Federal

Reserve Bank of San Francisco the Federal Reserve and the Treasury we repaid our CPP obligation in full

on December 23 2009 While our warrant currently remains outstanding we have redeemed all of our preferred

stock previously
issued to the Treasury Except for certain disclosure and certification requirements as they

pertain to 2009 we are generally not subject to the various restrictions imposed on CPP participants
under the

EESA in light of our repayment on December 23 2009

General

Our bank and holding company operations are subject to extensive regulation by federal and state regulatory

agencies This regulation is intended primarily for the protection of depositors and the deposit insurance fund

and secondarily for the stability of the U.S banking system It is not intended for the benefit of stockholders of

financial institutions As bank holding company that elected to become financial holding company in

November 2000 SVB Financial is subject to inspection supervision regulation and examination by the Board

of Governors of the Federal Reserve System the Federal Reserve Board under the Bank Holding Company



Act of 1956 the BHC Act The Bank as California state-chartered bank and member of the Federal

Reserve System is subject to primary supervision and examination by the Federal Reserve Board as well as the

California Department of Financial Institutions the DFI In addition the Bank deposits are insured by the

Federal Deposit Insurance Corporation FDIC SVB Financials other nonbank subsidiaries are subject to

regulation by the Federal Reserve Board and other applicable federal state and foreign regulatory agencies SVB

Financial the Bank and their subsidiaries are required to file periodic reports with these regulators and provide

any additional information that they may require

The following summary describes some of the more significant laws regulations and policies that affect

our operations it is not intended to be complete listing of all laws that apply to us and is qualified in its entirety

by reference to the applicable laws and regulations From time to time federal state and foreign legislation is

enacted and regulations are adopted which may have the effect of materially increasing the cost of doing

business limiting or expanding permissible activities or affecting the competitive balance between banks and

other financial services providers We cannot predict whether or when potential legislation or regulations will be

enacted and if enacted the effect that such legislation or regulations would have on our financial condition or

results of operations

Regulation of Holding Company

Under the BHC Act SVB Financial is subject to the Federal Reserves regulations and its authority to

Require periodic reports and such additional information as the Federal Reserve may require

Require SVB Financial to maintain certain levels of capital See Regulatory Capital below

Restrict the ability of bank holding companies to obtain dividends or other distributions from their

subsidiary banks

Require prior approval for senior executive officer and director changes

Require that bank holding companies serve as source of financial and managerial strength to

subsidiary banks and conmit resources as necessary to support each subsidiary bank bank holding

companys failure to meet its obligations to serve as source of strength to its subsidiary banks will

generally be considered by the Federal Reserve to be an unsafe and unsound banking practice or

violation of Federal Reserve regulations or both

Terminate an activity or terminate control of or liquidate or divest certain subsidiaries affiliates or

investments if the Federal Reserve believes the activity or the control of the subsidiary or affiliate

constitutes significant risk to the financial safety soundness or stability of any bank subsidiary

Regulate provisions of certain bank holding company debt including the authority to impose interest

ceilings and reserve requirements on such debt and require prior approval to purchase or redeem our

securities in certain situations

Approve acquisitions and mergers with banks and consider certain competitive management financial

and other factors in granting these approvals Similar California and other state banking agency

approvals may also be required

Bank holding companies are generally prohibited except in certain statutorily prescribed instances

including exceptions for financial holding companies from acquiring direct or indirect ownership or control of

more than 5% of the outstanding voting shares of any company that is not bank or bank holding company and

from engaging directly or indirectly in activities other than those of banking managing or controlling banks or

furnishing services to its subsidiaries However subject to prior notice or Federal Reserve Board approval bank

holding companies may engage in or acquire shares of companies engaged in activities determined by the

Federal Reserve Board to be so closely related to banking or managing or controlling banks as to be proper

incident thereto SVB Financial may engage in these nonbanking activities and broader securities insurance

merchant banking and other activities that are determined to be financial in nature or are incidental or

complementary to activities that are financial in nature without prior Federal Reserve approval pursuant to our

election to become financial holding company in November 2000 Pursuant to the Gramm-Leach-Bliley Act of
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1999 GLBA in order to elect and retain financial holding company status all depository
institution

subsidiaries of bank holding company must be well capitalized
well managed and except

in limited

circumstances be in satisfactory compliance with the Community Reinvestment Act CRA Failure to sustain

compliance with these requirements or correct any non-compliance within fixed time period could lead to

divestiture of subsidiary banks or require all activities to conform to those permissible for bank holding

company

SVB Financial is also treated as bank holding company under the California Financial Code As such

SVB Financial and its subsidiaries are subject to periodic examination by and may be required to file reports

with the DPI

Securities Registration
and Listing

SVB Financials securities are registered with the U.S Securities and Exchange Commission SEC under

the Securities Exchange Act of 1934 as amended the Exchange Act and listed on the NASDAQ Global

Select Market As such SVB Financial is subject to the information proxy solicitation insider trading corporate

governance and other requirements and restrictions of the Exchange Act as well as the Marketplace Rules and

other requirements promulgated by the Nasdaq Stock Market Inc

The Sarbanes-Oxley Act

SVB Financial is subject to the accounting oversight and corporate governance requirements of the

Sarbanes-Oxley Act of 2002 including among other things required executive certification of financial

presentations increased requirements
for board audit committees and their members and enhanced disclosure of

controls and procedures
and internal control over financial reporting

Regulation of Silicon Valley Bank

The Bank is California state-chartered bank and member and stockholder of the Federal Reserve The

Bank is subject to primary supervision periodic examination and regulation by the DFI and the Federal Reserve

as the Banks primary federal.regulator In general under the California Financial Code California banks have

all the powers of California corporation subject to the general limitation of state bank powers under the Federal

Deposit Insurance Act to those permissible for national banks Specific federal and state laws and regulations

which are applicable to banks regulate among other things the scope of their business their investments their

reserves against deposits the timing of the availability of deposited funds and the nature and amount of and

collateral for certain loans The regulatory structure also gives the bank regulatory agencies
extensive discretion

in connection with their supervisory and enforcement activities and examination policies including policies
with

respect to the classification of assets and the establishment of adequate loan loss reserves for regulatory purposes

If as result of an examination the DPI or the Federal Reserve should determine that the financial condition

capital resources asset quality earnings prospects management liquidity or other aspects of the Banks

operations are unsatisfactory or that the Bank or its management is violating or has violated any law or

regulation the DPI and the Federal Reserve and separately the FDIC as insurer of the Banks deposits
have

residual authority to

Require affirmative action to correct any conditions resulting from any violation or practice

Require prior approval for senior executive officer and director changes

Direct an increase in capital and the maintenance of specific
minimum capital ratios which may

preclude the Bank from being deemed well capitalized

Restrict the Banks growth geographically by products and services or by mergers
and acquisitions

Enter into informal or formal enforcement orders including memoranda of understanding written

agreements
and consent or cease and desist orders to take corrective action and enjoin unsafe and

unsound practices
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Remove officers and directors and assess civil monetary penalties and

Take possession of and close and liquidate the Bank

California law permits state chartered commercial banks to engage in any activity permissible for national

banks Therefore the Bank may form subsidiaries to engage in the many so-called closely related to banking or

nonbanking activities commonly conducted by national banks in operating subsidiaries and further pursuant

to GLBA the Bank may conduct certain financial activities in subsidiary to the same extent as may national

bank provided the Bank is and remains well-capitalized well-managed and in satisfactory compliance with

the CRA SVB Asset Management and SVB Securities are financial subsidiaries of the Bank

Federal Home Loan Bank System

The Bank is member of the Federal Home Loan Bank FHLB of San Francisco Among other benefits

each FHLB serves as reserve or central bank for its members within its assigned region and makes available

loans or advances to its members Each FHLB is financed primarily from the sale of consolidated obligations of

the FHLB system As an FHLB member the Bank is required to own certain amount of capital stock in the

FHLB At December 31 2009 the Bank was in compliance with the FHLB stock ownership requirement and

our investment in FHLB capital stock totaled $25.8 million

Regulatory Capital

The federal banking agencies have adopted risk-based capital guidelines for bank holding companies and

banks that are expected to provide measure of capital that reflects the degree of risk associated with banking

organizations operations for both transactions reported on the balance sheet as assets such as loans and those

recorded as off-balance sheet items such as commitments letters of credit and recourse arrangements Under

these capital guidelines banking organizations are required to maintain certain minimum capital ratios which are

obtained by dividing its qualifying capital by its total risk-adjusted assets and off-balance sheet items In general

the dollar amounts of assets and certain off-balance sheet items are risk-adjusted and assigned to various risk

categories Qualifying capital is classified depending on the type of capital

Tier capital consists of common equity retained earnings qualifying non-cumulative perpetual

preferred stock limited amount of qualifying cumulative perpetual preferred stock and minority

interests in the equity accounts of consolidated subsidiaries including trust-preferred securities less

goodwill and certain other intangible assets Qualifying Tier capital may consist of trust-preferred

securities subject to certain criteria and quantitative limits for inclusion of restricted core capital

elements in Tier capital

Tier capital includes among other things hybrid capital instruments perpetual debt mandatory

convertible debt securities qualifying term subordinated debt preferred stock that does not qualify as

Tier capital and limited amount of allowance for loan and lease losses

Tier capital consists of qualifying unsecured subordinated debt

Under the capital guidelines there are three fundamental capital ratios total risk-based capital ratio

Tier risk-based capital ratio and Tier leverage ratio The minimum required ratios for bank holding

companies and banks are eight percent four percent and four percent respectively Additionally for

SVB Financial to remain financial holding company the Bank must at all times be well-capitalized which

requires the Bank to have total risk-based capital ratio Tier risk-based capital ratio and Tier leverage

ratio of at least ten percent six percent and five percent respectively Moreover although not requirement to

maintain financial holding company status maintaining the financial holding company at well-capitalized

status provides certain benefits to the company such as the ability to repurchase stock without prior regulatory

approval To be well-capitalized the holding company must at all times have total risk-based and Tier risk

based capital ratio of at least ten percent and six percent respectively There is no Tier leverage requirement

for holding company to be deemed well-capitalized At December 31 2009 the respective capital ratios of
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SVB Financial and the Bank exceeded these minimum percentage requirements for well-capitalized

institutions See Note 20Regulatory Matters of the Notes to the Consolidated Financial Statements under

Part II Item in this report The federal banking agencies may change existing capital guidelines or adopt new

capital guidelines in the future

SVB Financial is also subject to rules that govern the regulatory capital treatment of equity investments in

non-financial companies made on or after March 13 2000 and held under certain specified legal authorities by

bank or bank holding company Under the rules these equity investments will be subject to separate capital

charge that will reduce bank holding companys Tier capital and as result will remove these assets from

being taken into consideration in establishing bank holding companys required capital ratios discussed above

The rules provide for the following incremental Tier capital charges 8% of the adjusted carrying value of the

portion of aggregate investments that are up to 15% of Tier capital 12% of the adjusted carrying value of the

portion of aggregate investments that are between 15% and 25% of Tier capital and 25% of the adjusted

carrying value of the portion of aggregate investments that exceed 25% of Tier capital

Further the federal banking agencies have also adopted joint agency policy statement which states that

the adequacy and effectiveness of abanks interest rate risk management process
and the level of its interest rate

exposures are critical factors in the evaluation of the bank capital adequacy bank with material weaknesses

in its interest rate risk management process or high levels of interest rate exposure relative to its capital will be

directed by the federal banking agencies to take corrective actions

Basel and Basel II Accords

The current risk-based capital guidelines which apply to SVB Financial and the Bank are based upon the

1988 capital accord of the International Basel Committee on Banking Supervision
committee of central banks

and bank supervisors and regulators from the major industrialized countries that develops broad policy guidelines

for use by each country supervisors in determining the supervisory policies they apply new international

accord referred to as Basel II became mandatory for large or core international banks outside the in 2008

total assets of $250 billion or more or consolidated foreign exposures of $10 billion or more Base II

emphasizes internal assessment of credit market and operational risk as well as supervisory
assessment and

market discipline in determining minimum capital requirements It is optional for other banks The Base

Committee is currently reconsidering regulatory capital standards supervisory and risk management

requirements and additional disclosures to further strengthen the Base II framework in response to recent

worldwide developments It is expected that the Basel Committee may reinstitute minimum leverage ratio

requirement

The U.S banking agencies have indicated that they will retain the minimum leverage requirement for all

U.S banks yet it is also possible that higher percentages may be required for each capital category and that

new tangible conmion equity ratio standard may be added

Prompt Correction Action and Other General Enforcement Authority

State and federal banking agencies possess broad powers to take corrective and other supervisory action

against an insured bank and its holding company Federal laws require each federal banking agency to take

prompt corrective action to resolve the problems of insured banks

Each federal banking agency has issued regulations defining five categories in which an insured depository

institution will be placed based on the level of its capital ratios well-capitalized adequately capitalized

undercapitalized significantly undercapitalized
and critically undercapitalized

Based upon its capital levels

bank that is classified as well-capitalized adequately capitalized or undercapitalized may be treated as though it

were in the next lower capital category if the appropriate federal banking agency after notice and opportunity for

hearing determines that an unsafe or unsound condition or an unsafe or unsound practice warrants such
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treatment At each successive lower-capital category an insured bank is subject to more restrictions including

resthctions on the banks activities operational practices or the ability to pay dividends

In addition to measures taken under the prompt corrective action provisions bank holding companies and

insured banks may be subject to potential enforcement actions by the federal regulators for unsafe or unsound

practices in conducting their business or for violation of any law rule regulation condition imposed in writing

by the agency or tenn of written agreement with the agency In more serious cases enforcement actions may
include the appointment of conservator or receiver for the bank the issuance of cease and desist order that

can be judicially enforced the termination of the banks deposit insurance the imposition of civil monetary

penalties the issuance of directives to increase capital the issuance of formal and informal agreements the

issuance of removal and prohibition orders against officers directors and other institution-affiliated parties and

the enforcement of such actions through injunctions or restraining orders based upon judicial determination that

the agency would be hanned if such equitable relief was not granted

Safety and Soundness Guidelines

Banking regulatory agencies have adopted guidelines to assist in identifying and addressing potential safety

and soundness concerns before capital becomes impaired The guidelines establish operational and managerial

standards generally relating to internal controls information systems and internal audit systems loan

documentation credit underwriting interest-rate exposure asset growth and asset quality and

compensation fees and benefits In addition the banking regulatory agencies have adopted safety and

soundness guidelines for asset quality and for evaluating and monitoring earnings to ensure that earnings are

sufficient for the maintenance of adequate capital and reserves

Restrictions on Dividends

Dividends from the Bank constitute pnmary source of cash for SVB Financial The Bank is subject to

various federal and state statutory and regulatory restrictions on its ability to pay dividends including the prOmpt

corrective action regulations In addition the banking agencies have the authority to prohibit the Bank from

paying dividends depending upon the Banks financial condition if such payment is deemed to constitute an

unsafe or unsound practice Furthermore under the federal prompt corrective action regulations the Federal

Reserve Board may prohibit bank holding company from paying any dividends if the holding companys bank

subsidiary is classified as undercapitalized

It is the Federal Reserves policy that bank holding companies should generally pay dividends on common stock

only out of income available over the past year and only if prospective earnings retention is consistent with the

organizations expected future needs and financial condition It is also the Federal Reserves policy that bank holding

companies should not maintain dividend levels that undermine their ability to be source of strength to its banking

subsidiaries Additionally in consideration of the current financial and economic environment the Federal Reserve

has indicated that bank holding companies should carefully review their dividend policy and has discouraged

payment ratios that are at maximum allowable levels unless both asset quality and capital are very strong

Transactions with Affiliates

Transactions between the Bank and its operating subsidiaries such as SYB Securities or SVB Asset

Management on the one hand and the Banks affiliates such as SYB Financial SVB Analytics or an entity

affiliated with SYB Capital are subject to restrictions imposed by federal and state law designed to protect the

Bank and its subsidiaries from engaging in unfavorable behavior with their affiliates More specifically these

restrictions contained in Federal Reserve Board Regulation prevent SVB Financial and other affiliates from

borrowing from or entering into other credit transactions with the Bank or its operating subsidiaries unless the

loans or other credit transactions are secured by specified amounts of collateral All loans and credit transactions

and other coyered transactions by the Bank and its operating subsidiaries with any one affiliate are limited in

the aggregate to 10% of the Banks capital and surplus and all loans and credit transactions and other covered
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transctions by the Bank and its operating subsidiaries with all affiliates are limited in the aggregate to 20% of

the Banks capital and surplus For this purpose covered transaction generally includes among other things

loan or extension of credit to an affiliate purchase Of or investment in securities issued by an affiliate

purchase of assets from an affiliate the acceptance of security issued by an affiliate as collateral for an

extension of credit to any borrower and the issuance of guarantee acceptance orletter of credit on behalf of an

affiliate In addition the Bank and itsoperating subsidiaries generally may not purchase low-quality asset from

an affiliate MOreover covered transactions and other specified transactions by the Bank and its operating

subsidiaries with an affiliate must be on terms and conditions including credit standards that are substantially

the same or at least as favorable to the Bank or its subsidiaries as those prevailing at the time for comparable

transactions with nonaffiliatØd companies An entity that is direct or indirect subsidiary of the Bank would not

be considered to be an affiliate of the Bank or its operating subsidiaries for these purposes unless it fell into

one of certain categones such as financial subsidiary authonzed under the GLBA

Loans to Insiders

Extensions of credit by the Bank to insiders of both the Bank and SVB Financial are subject to prohibitions

and other restrictions imposed by federal regulations For purposes of these limits insiders include directors

executive officers and principal shareholders of the Bank or SVB Financial and their related interests The term

related interest means company controlled by director executive officer or principal shareholder of the

Bank or SYB Financial The Bank may not extend credit to an insider of the Bank or SVB Financial unless the

loan is made on substantially the same terms as and subject to credit underwriting procedures that are no less

stringent than those prevailing at the time for comparable transactions with non-insiders Under federal banking

regulations the Bank may not extend loan to insiders in an amount greater than $500000 without prior board

approval with any interested person abstaining from participating directly or indirectly in the voting The

federal regulations place additional restrictions on loans to executive officers and generally prohibit loans to

executive officers other than for certain specified purposes The Bank is required to maintain records regarding

insiders and extensions of credit to them

Premiums for Deposit Insurance

The FDIC insures our customer deposits through the Deposit Insurance Fund the DIF up to prescribed

limits fOr each depositor Pursuant to the EESA the maximum deposit insurance amount has been increased from

$100000 to $250000 through the end of 2013 The amount of FDIC assessments paid by each DIF member

institution is based on its relative risk of default as measured by regulatory capital ratios and other supervisory

factors During 2008 and 2009 there have been higher levels of bank failures which has dramatically increased

resolution costs of the FDIC and depleted the deposit insurance fund In order to maintain strong funding

position and restore reserve ratios of the deposit insurance fund the FDIC has increased assessment rates of

insured institutions and may continue to do so in the future Pursuant to the Federal Deposit Insurance Reform

Act of 2005 the FDIC is authorized to Set the reserve ratio for the DIF annually at between 1.15% and 1.5% of

estimated instired deposits The FDIC may increase or decrease the assessment Tate schedule on semi-annual

basis In an effort to restore capitalization levels and to ensure the DIF will adequately cover projected losses

from future bank failures the FDIC in October 2008 proposed rule to alter the way in which it differentiates

for risk in the risk-based assessment system and to revise deposit insurance assessment rates including base

assessment rates First quarter 2009 assessment rates were increased to between 12 and 50 cents for every $100

of domestic deposits with most banks between 12 and 14 cents The FDIC finalized its proposed rule on risk-

based assessments in February 2009 and increased second quarter 2009 assessment rates with most banks

between 12 and 16 cents It also instituted special assessment of 20cents for every $100 of domestic deposits to

restore the DIF reserves and reserved the right to charge an additional special assessment of up to 10 cents for

every $100 of domestic deposits should DIF reserves continue to decline As of December 31 2009 the Banks

assessment rate was between 11 and 14 cents per $100 in assessable deposits On November 12 2009 the FDIC

adopted requirement for institutions to prepay in 2009 their estimated quarterly risk-based assessments for the

fourth quarter of 2009 and for all of 2010 2011 and 2012

15



The FDIC implemented two temporary programs under the Temporary Liquidity Guaranty Program

TLGP to provide deposit insurance for the full amount of most nonmterest bearing transaction accounts

through June 30 2010 and to guarantee certain unsecured debt of financial institutions and their holding

companies through June 2012 The Bank is participating in the deposit insurance program On October 20 2009

the FDIC established limited six-month emergency guarantee facility whereby certain participating entities

including the Bank can apply to the FDIC for permission to issue FDIC-guaranteed debt during the period

starting October 31 2009 through April 30 2010 The FDIC charges systemic risk special assessments to

depository institutions that participate in the TLGP The FDIC has recently proposed that Congress give the

FDIC expanded authority to charge fees to the holding companies which benefit directly and indirectly from the

FDIC guarantees As of December 31 2009 the Bank has not issued FDIC-guaranteed debt under the TLGP

We are generally unable to control the amount of premiums that we are required to pay for FDIC insurance

If there are additional bank or financial institution failures or if the FDIC otherwise determines we may be

required to pay even higher FDIC premiums than the recently increased levels These announced increases and

any future increases in FDIC insurance premiums may have material and adverse affect on our earnings

All FDIC-insured institutions are required to pay assessments to the FDIC to fund interest payments on

bonds issued by the Financing Corporation FICO an agency of the Federal government established to

recapitalize the predecessor to the DIF The FICO assessment rates which are determined quarterly averaged

0.0113% of insured deposits in fiscal 2008 These assessments will continue until the FICO bonds mature in

2017

The FDIC may terminate depository institution deposit insurance upon finding that the institution

financial condition is unsafe or unsound or that the institution has engaged in unsafe or unsound practices that

pose risk to the DIF or that may prejudice the interest of the banks depositors The termination of deposit

insurance for bank would also result in the revocation of the banks charter by the DFI

USA PATRIOT Act of 2001

The USA PATRIOT Act of 2001 and its implementing regulations significantly expanded the anti-money

laundering and financial transparency laws including the Bank Secrecy Act The Bank has adopted

comprehensive policies and procedures to address the requirements of the USA PATRIOT Act Material

deficiencies in anti-money laundering compliance can result in public enforcement actions by the banking

agencies including the imposition of civil money penalties and supervisory restnctions on growth and
expansion

Such enforcement actions could also have serious reputation consequences for SVB Financial and the Bank

Consumer Protection Laws and Regulations

The Bank is subject to many federal consumer protection statutes and regulations such as the Community

Reinvestment Act the Equal Credit Opportunity Act the Truth in Lending Act the National Flood Insurance Act

and various federal and state privacy protection laws Penalties for violating these laws could subject the Bank to

lawsuits and could also result in administrative penalties including fines and reimbursements The Bank and

SVB Financial are also subject to federal and state laws prohibiting unfair or fraudulent business practices

untrue or misleading advertising and unfair competition

In recent years examination and enforcement by the state and federal banking agencies for non compliance

with consumer protection laws and their implementing regulations have become more intense Due to these

heightened regulatory concerns the Bank may incur additional compliance costs or be required to expend

additional funds for investments in its local community
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Securities Activities

Federal Reserves Regulation implements exceptions provided in the GLBA for securities activities which

banks may conduct without registering with the SEC as securities broker or moving such activities to broker-

dealer affiliate Regulation provides exceptions for networking arrangements with third-party broker-dealers

and authorizes compensation for bank employees who refer and assist institutional and high net worth bank

customers with their securities including sweep accounts to money market funds and with related trust

fiduciary custodial and safekeeping needs The current securities activities which the Bank and its subsidiaries

provide customers are conducted in conformance with these rules and regulations

Regulation of Certain Subsidiaries

SYB Asset Management is registered with the SEC under the Investment Advisers Act of 1940 as

amended and is subject to its rules and regulations SVB Securities is registered as broker-dealer with the SEC

and is subject to regulation by the SEC and the Financial Industry Regulatory Authority FINRA SVB

Securities is also member of the Securities Investor Protection Corporation As broker-dealer it is subject to

Rule 15c3-1 under the SeØurities Exchange Act of 1934 as amended which is designed to measure the general

financial condition and liquidity of broker-dealer Under this rule SVB Securities is required to maintain the

minimum net capital deemed necessary to meet its continuing commitments to customers and others Under

certain circumstances this rule could limit the ability of the Bank to withdraw capital from SVB Securities

Additionally our international-based subsidiaries are also subject to international laws and regulations such

as those promulgated by the Financial Services Authority in the United Kingdom the Reserve Bank of India and

the China Banking Regulatory Commission

Available Information

We make available free of charge through our Internet website http//www.svb.com our annual report on

Form 10-K quarterly reports on Form 10-Q current reports on Form 8-K and amendments to those reports filed

or furnished pursuant to Section 13a or 15d of the Exchange Act as soon as reasonably practicable after such

material is electronically filed with or furnished to the SEC The contents of our website are not incorporated

herein by reference and the website address provided is intended to be an inactive textual reference only

Item 1A Risk Factors

Our business faces significant risks including market and economic environment credit market/liquidity

operational legal/regulatory and strategic/reputation risks The factors described below may not be the only

risks we face and are not intended to serve as comprehensive listing or be applicable only to the category of

risk under which they are disclosed The risks described below are generally applicable to more than one of the

following categories of risks Additional risks that we do not yet know of or that we currently think are

immaterial may also impair our business operations If any of the events or circumstances described in the

following factors actually occurs our business financial condition and/or results of operations
could suffer

Risks Relating to Market and Economic Environment

The continuation or worsening of recent market and economic conditions may adversely affect our

industry business results of operations and ability to access capital

Overall deterioration in domestic or global economic conditions especially in the technology life science

venture capitallprivate equity and premium wine industry niches or overall financial capital markets may

adversely affect our business growth results of operations and ability to access capital global domestic or

significant regional economic slowdown or recession could harm us by adversely affecting our clients and
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prospective clients access to capital to fund their businesses their ability to sustain and grow their businesses

the level of funds they have available to maintain deposits their demand for loans their ability to repay loans and

otherwise

The United States has been in serious economic downturn as have economies around the world Financial

markets have been volatile business and consumer spending has declined and overall business activities have

slowed including general slowdown in mergers and acquisitions MA and initial public offerings IPOs
of companiesevents upon which the venture capital and private equity community relies to exit their

investments Overall venture capital financing activity has also slowed in recent periods There have been limited

signs of economic recovery recently such as modest increase in the number of IPOs yet economic conditions

continue to be challenging If current market and economic conditions persist our clients will continue to be

adversely impacted as will our investment returns valuations of companies and overall levels of venture capital

and private equity investments which may have material and adverse effect on our business financial

condition and results of operations worsening of these conditions could likely exacerbate the adverse effect on

us

As result of recent economic conditions the capital and credit markets have experienced extreme volatility

and disruption SVB Financial depends on access to equity and debt markets as one of its primary sources to raise

capital There has been some improvement to market conditions particularly access to equity markets however

if recent levels of market disruption and volatility continue or worsen there can be no assurance that we will not

experience an adverse effect which may be material on our ability to access capital and on our business

financial condition and results of operations

Recent and future legislation and regulatory initiatives to address current market and economic conditions

may not achieve their intended objectives including stabilizing the U.S banking system or reviving the

overall economy

Recent and future legislative and regulatory initiatives to address current market and economic conditions

such as EESA or the ARRA may not achieve their intended objectives including stabilizing or improving the

U.S banking system or reviving the overall economy EESA was enacted in October 2008 to restore confidence

and stabilize the volatility in the U.S banking system and to encourage financial institutions tO increase their

lending to customers and to each other Treasury and banking regulators have implemented and likely will

continue to implement various programs and legislation to address capital and liquidity issues in the banking

system including the Troubled Assets Relief Program TARP There can be no assurance as to the actual

impact that any of the recent or future legislative and regulatory initiatives will have on the financial markets

and the overall economy Any failure of these initiatives to help stabilize or improve the financial markets and

the economy and continuation or worsening of recent financial market and economic conditions could

materially and adversely affect our business financial condition results of operations access to capital or credit

and the trading price of our common stock

Additional requirements under our regulatory framework intended to strengthen the U.S financial system
could adversely affect us

Recent government efforts to strengthen the U.S financial system have resulted in the imposition of

additional regulatory requirements such as various executive compensation and corporate governance
restrictions on CPP participants and regulatory fees such as FDIC assessment increase and prepayment

requirements on financial institutions Moreover there has been increasing legislative and other focus on the

regulation of financial institutions which may result in the imposition of additional legislative or regulatory

requirements such as changes to capital minimum guidelines additional executive compensation restrictions or

additional restrictions on non-banking activities or perhaps possible comprehensive overhaul of the financial

institutions regulatory system Current and future requirements may have material and adverse effect on our

business financial condition and results of operations and may make it more difficult for us to attract and retain

qualified executive officers and employees
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Credit Risks

If our clients fail to perform under their loans our business results of operations and financial condition

could be adversely affected

As lender we face the risk that our client borrowers will fail to pay their loans when due If borrower

defaults cause large aggregate losses it could have material adverse effect on our business results of operations

and financial condition We reserve for such losses by establishing an allowance for loan losses the increase of

which results in charge to our earnings as provision for loan losses We have established an evaluation

process designed to determine the adequacy of our allowance for loan losses While this evaluation process uses

historical and other objective information the classification of loans and the forecasts and establishment of loan

losses are dependent to great extent on our subjective assessment based upon our experience and judgment

Actual losses are difficult to forecast especially if such losses stem from factors beyond our historical experience

or are otherwise inconsistent or out of pattern with regards to our credit quality assessments There can be no

assurance that our allowance for loan losses will be sufficient to absorb future loan losses or prevent material

adverse effect on our business financial condition and results of operations

Because of the credit profile of our loan portfolio our levels of nonperforming assets and charge-offs can

be volatile We may need to make material provisions for loan losses in any period which could reduce net

income or increase net losses in that period

Our loan portfolio has credit profile different from that of most other banking companies In addition the

credit profile of our clients varies across our loan portfolio based on the nature of the lending we do for different

market segments In our portfolios for emerging early-stage and mid-stage companies many of our loans are

made to companies with modest or negative cash flows and no established record of profitable operations

Repayment of these loans may be dependent upon receipt by borrowers of additional equity financing from

venture capitalists or others or in some cases successful sale to third party or public offering In recent

periods due to the overall weakening of the economic environment venture capital financing activity has

slowed and IPOs and MA activities have slowed significantly Despite there being signs of improvement in

such activities recently if economic conditions worsen or do not continue to improve such activities may slow

down even further Venture capital firms may provide financing at lower levels more selectively or on less

favorable terms which may have an adverse effect on our borrowers that are otherwise dependent on such

financing to repay
their loans to us Moreover collateral for many of our loans often includes intellectual

property which is difficult to value and may not be readily salable in the case of default Because of the intense

competition and rapid technological change that characterizes the companies in the technology and life science

industry sectors borrowers financial position can deteriorate rapidly

Additionally we may enter into accounts receivable financing arrangements
with our company clients The

repayment of these arrangements is dependent on the financial condition and payment ability of third parties

with whom our clients do business Such third plrties may be unable to meet their financial obligations to our

clients especially in weakened economic environment

In our portfolio of venture capital and private equity firm clients many of our clients have capital call lines

of credit the repayment of which is dependent on the payment of capital calls by the underlying limited partner

investors in the funds managed by these firms These limited partner investors may face liquidity issues or have

difficulties meeting their financial commitments especially during unstable economic times which may lead to

our clients inability to meet their repayment obligations to us

We have been increasing our efforts to lend to corporate technology and large corporate clients including

some companies with greater
levels of debt relative to their equity and have increased the average size of our

loans over time At December 31 2009 our gross loan portfolio included total of $957.6 million or 20.9

percent of individual loans greater
than $20 million Increasing our larger loan commitments could increase the

impact on us of any single borrower default
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We lend to targeted high net-worth individual clients through our Private Client Services PCS group
These individual clients may face difficulties meeting their financial commitments especially during

challenging economic environment and may be unable to repay their loans As of December 31 2009 our total

gross loans to these targeted individual clients in our PCS loan portfolio was over $350.0 million In 2009
primarily due to the impact of economic conditions we experienced higher level of charge-offs since 2008 with

respect to our PCS portfolio We also lend to premium wineries and vineyards through our SVB Wine group

Repayment of loans made to these clients may be dependent on overall
grape supply which may be adversely

affected by poor weather or other natural conditions and overall wine demand and sales or other sources of

financing or income which may be adversely affected by challenging economic environment As of

December 31 2009 our total
gross

loans in our premium wine portfolio was $442.1 million In 2009 charge-offs

with respect to this portfolio also increased by $2.8 million compared to 2008 See Loans under

Managements Discussion and Analysis of Financial Condition and Results of OperationsConsolidated

Financial Condition under Item of Part II of this report below

For all of these reasons our level of nonperforming loans loan charge-offs and allOwance fOr loan losses

can be volatile and can vary materially from period to period Increases in our level of nonperforming loans or

loan charge-offs may require us to increase our provision for loan losses in any period which could reduce our

net income or cause net losses in that period Additionally such increases in our level of nonperforming loans or

loan charge-offs may also have an adverse effect on our credit ratings and market perceptions of us

The borrowing needs of our clients may be volatile especially during challenging economic environment

We may not be able to meet our unfunded credit commitments or adequately reserve for losses associated

with our unfunded credit commitments which could have material effect on our business financial

condition results of operations and reputation

con-imitment to extend credit is formal agreement to lend funds to client as long as there is no
violation of any condition established under the agreement The actual borrowing needs of our clients under these

credit commitments have histoncally been lower than the contractual amount of the commitments significant

portion of these commitments expire without being drawn upon Because of the credit profile of our clients we
typically have substantial amount of total unfunded credit commitments which is reflected off our balance

sheet At December 31 2009 we had $5.3 billion in total unfunded credit commitments Actual borrowing needs

of our clients may exceed our expected funding requirements especially dunng challenging economic
environment when our client companies may be more dependent on our credit commitments due to the lack of

available credit elsewhere the increasing costs of credit or the limited availability of financings from more

discerning and selective venture capital/private equity firms In addition limited partner investors of our venture

capital/private equity fund clients may fail to meet their underlying investment commitments due to liquidity or

other financing issues which may impact our clients borrowing needs Any failure to meet our unfunded credit

commitments in accordance with the actual borrowing needs of our clients may have material adverse effect on
our business financial condition results of operations and reputation

Additionally we establish reserve for losses associated with our unfunded credit commitments The level

of the reserve for unfunded credit commitments is determined by following methodology similar to that used to

establish our allowance for loan losses in our funded loan portfolio The reserve is based on credit commitments

outstanding credit quality of the loan commitments and managements estimates and judgment and is

susceptible to significant changes There can be no assurance that our reserve for unfunded credit commitments

will be adequate to provide for actual losses associated with our unfunded credit commitments An increase in

the reserve for unfunded credit conmiitments in any period may result in charge to our earnings which could

reduce our net income or increase net losses in that period
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Market/Liquidity Risks

Our current level of interest rate spread may decline in the future Any material reduction in our interest

rate spread or sustained period of low market interest rates could have material adverse effect on our

business results of operations or financial condition

major portion of our net income comes from our interest rate spread which is the difference between the

interest rates paid by us on amounts used to fund assets and the interest rates and fees we receive on our interest

earning assets We fund assets using deposits and other borrowings While we are increasingly offering more

interest bearing deposit products majority of our deposit balances are from our noninterest bearing products

Our interest-earning assets include outstanding loans extended to our clients and securities held in our investment

portfolio Overall the interest rates we pay on our interest bearing liabilities and receive on our interest-earmng

assets and our level of interest rate spread could be affected by variety of factors including changes in market

interest rates competition and change over time in the mix of loans investment securities deposits and other

liabilities on our balance sheet

Changes in market interest rates such as the Federal Funds rate generally impact our interest rate spread

While changes in interest rates do not produce equivalent changes in the revenues earned from our interest

earning assets and the
expenses

associated with our interest bearing liabilities increases in market interest rates

will nevertheless likely cause our interest rate spread to increase While increases in market interest rates will

nevertheless likely cause our interest rate spread to increase due to the current low level of interest rates this is

not expected to be the case for the first 75 basis points of increases in the target Federal Funds rate in 2010 or

later Despite the 75 basis point decrease in the target Federal Funds rates in December 2008 we did not lower

the Banks prime lending rate in corresponding manner Conversely if interest rates decline our interest rate

spread will likely decline Decreases in market interest rates especially during 2008 and 2009 have caused our

interest rate spread to decline significantly which has reduced our net income Sustained low levels of market

interest rates will likely continue to put pressure on our results of operations Unexpected interest rate declines

may also adversely affect our business forecasts and expectations Interest rates are highly sensitive to many

factors beyond our control such as inflation recession global economic disruptions unemployment and the

fiscal and monetary policies of the federal government and its agencies

Any material reduction in our interest rate spread or the continuation of sustained low levels of market

interest rates could have material adverse effect on our business results of operations and financial condition

Liquidity risk could impair our ability to fund operations and jeopardize our financial condition

Liquidity is essential to our business We require sufficient liquidity to meet our expected as well as

unexpected financial obligations and requirements An inability to raise funds through deposits borrowings

equity/debt offerings and other sources could have substantial negative effect on our liquidity Our access to

funding sources in amounts adequate to finance our activities or on terms attractive to us could be impaired by

factors that affect us specifically or the financial services industry in general Factors that could detrimentally

impact our access to liquidity sources include reduction in our credit ratings an increase in costs of capital in

financial capital markets decrease in the level of our business activity due to market downturn or adverse

regulatory action against us ora decrease in depositor or investor confidence in us Our ability to borrow could

also be impaired by factors that are not specific to us such as severe disruption of the financial markets or

negative views and expectations about the prospects for the financial services industry as whole

Additionally our credit ratings are important to our liquidity and our business reduction in our credit

ratings could adversely affect our liquidity and competitive position increase our borrowing costs and limit our

access to the capital markets Moreover reduction in our credit ratings could increase the interest rates we pay

on deposits or adversely affect perceptions about our creditworthiness or our overall reputation
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Equity warrant asset venture capital and private equity funds and direct equity investment portfolio gains

or losses depend upon the performance of the portfolio investments and the general condition of the public

equity markets which are uncertain and may vary materially by period

In connection with negotiated credit facilities and certain other services we frequently obtain equity warrant

assets giving us the right to acquire stock in certain client companies We also make investments through our

SVB Capital family of funds in venture capital and pnvate equity funds and direct investments in companies

which are required to be carried at fair value The fair value of these warrants and investments are reflected in

our financial statements and are adjusted on quarterly basis Fair value changes are generally recorded as

unrealized gains or losses through consolidated net income The timing and amount of changes in fair value if

any of these financial instruments depend upon factors beyond our control including the performance of the

underlying companies fluctuations in the market prices of the preferred or common stock of the underlying

companies the tirmng
of our receipt of relevant financial information general volatility and interest rate market

factors and legal and contractual restrictions The timing and amount of our realization of actual net proceeds if

any from the disposition of these financial instruments depend upon factors beyond our control including

investor demand for IPOs levels of MA activity legal and contractual restrictions on our ability to sell and the

perceived and actual performance and future value of portfolio companies Because of the inherent variability of

these financial instruments and the markets in which they are bought and sold the fair market value of these

financial instruments might increase or decrease materially and the net proceeds realized upon disposition might

be less than the then-current recorded fair market value

We cannot predict future realized or unrealized gains or losses and any such gains or losses are likely to

vary materially from period to period Additionally the value of our equity warrant asset portfolio depends on

the number of warrants we obtain and in future periods we may not be able to continue to obtain such equity

warrant assets to the same extent we have historically achieved

Public equity offerings and mergers and acquisitions involving our clients or slowdown in venture capital

investment levels may reduce the borrowing needs of our clients which could adversely affect our

business results of operations and financial condition

While an active market for public equity offerings and mergers and acquisitions generally has positive

implications for our business one negative consequence is that our clients may pay off or reduce their loans with

us if they complete public equity offering are acquired by or merge with another entity or otherwise receive

significant equity investment The current economic conditions reflect slowdown in such transactions however

if the levels of such transactions were to increase our total outstanding loans may decline Moreover our capital

call lines of credit are typically utilized by our venture capital fund clients to make investments prior to receipt of

capital called from their respective limited partners slowdown in overall venture capital investment levels may
reduce the need for our clients to borrow from our capital call lines of credit Any significant reduction in the

outstanding amounts of our loans or under our lines of credit could have material adverse effect on our

business results of operations and financial condition

Failure to raise additional funds from third-party investors for our funds managed by SVB Capital may
require us to use capital to fund commitments to other funds which may have material adverse effect on

our business financial condition and reputation

From time to time we form new investment funds through our funds management division SVB Capital

These funds include funds that invest in other venture capital and private equity funds which we refer to as funds

of funds and portfolio companies which we refer to as direct equity fænds Our managed funds are typically

struŁtured as limited partnerships heavily funded by third party limited partners and ultimately managed by us

through our SVB Capital division SVB Financial typically will also make significant capital commitment to

each of these funds as limited partner
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Prior to forming new fund of funds SVB Financial has made and may make investment commitments

intended for the new fund in order to show potential investors the types of funds in which the new fund will

invest Until these investments are transferred to the new fund which typically will occur upon the acceptance of

binding commitments from third-party limited partners the closing these investments are obligations of SVB

Finanbial If we fail to attract sufficient capital from third-party investors to conduct the closing of fund we

may be required to permanently allocate capital to these investments when we otherwise had intended them to be

temporary obligations If under such circumstances we decide to sell these investments or fail to meet our

obligations we may lose some or all of the capital that has already been deployed and may be subject to legal

claims Any unexpected permanent allocation of capital toward these investments loss of capital contributed to

these investments or legal claims against us could have material adverse effect on our business and financial

condition as well as our reputation

The soundness of other financial institutions could adversely affect us

Financial services institutions are interrelated as result of trading clearing counterparty or other

relationships We routinely execute transactions with counterparties in the financial services industry including

brokers and dealers commercial banks investment banks and other institutional clients which may result In

payment obligations to us or to our clients due to products arranged by us Many of these transactions expose us

to credit and market risk that may cause our counterparty or client to default In addition we are exposed to

market risk when the collateral we hold cannot be realized or is liquidated at prices not sufficient to recover the

full amount of the secured obligation There is no assurance that any such losses would not materially and

adversely affect our business results of operations and financial condition

Operational Risks

If we fail to retain our key employees or recruit new employees our growth and results of operations could

be adversely affected

We rely on key personnel including substantial number of employees who have technical expertise in

their subject matter area and/or strong network of relationships with individuals and institutions in the markets

we serve If we were to have less success in recruiting and retaining these employees than our competitors for

reasons including regulatory restrictions on compensation practices or the availability of more attractive

opportunities elsewhere our growth and results of operations could be adversely affected

The manner in which we structure our employee compensation could adversely affect our results of

operations and cash flows as well as our ability to attract recruit and retain key employees

In May 2006 in an effort to align our equity grant rate to that of other financial institutions similar to us we

committed to restrict the total number of shares of our common stock issued under stock options restricted stock

awards restricted stock unit awards stock bonus awards and any other equity awards granted during fiscal year

as percentage of the total number of shares outstanding on prospective basis In light of this restriction we

may in the future consider taking other actions to modify employee compensation structures such as granting

cash compensation or other cash-settled forms of equity compensation which may result in an additional charge

to our earnings

How we structure our equity compensation may also have an adverse effect on our ability to attract recruit

and retain key employees Our decision in May 2006 to reduce equity awards to be granted on prospective

basis and any other similar changes limiting our equity awards that we may adopt in the future could negatively

impact our hiring and retention strategies Moreover recent economic conditions have reduced our share price

causing existing employee options and equity awards to have exercise prices higherin some cases

meaningfully higherthan our actual share price These factors could adversely affect our ability to attract

recruit and retain certain key employees
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The occurrence of fraudulent activity or breaches of our information security could have material

adverse effect on our business financial condition and results of operations

As financial institution we are susceptible to fraudulent activity that may be committed against us or our

clients wich may result in financial losses to us or our clients privacy breaches against our clients or damage

to our reputation Such fraudulent activity may take many forms including check fraud electronic fraud wire

fraud phishing social engineering and other dishonest acts In recent periods there has been rise in electronic

fraudulent activity within the financial services industry especially in the commercial banking sector due to

cyber criminals targeting commercial bank accounts as they typically contain higher account balances

Information pertaining to us and our clients are maintained and transactions are executed on our internal

networks and Internet-based systems such as our online banking system The secure maintenance and

transmission of confidential information as well as execution of transactions over these systems are essential to

protect us and our clients against fraud and to maintain our clients confidence Increases in criminal activity

levels and sophistication advances in computer capabilities new discovenes vulnerabthties in third-party

technologies including browsers and operating systems or other developments could result in compromise or

breach of the technology processes and controls that we use to prevent fraudulent transactions and to protect data

about us our clients and underlying transactions as well as the technology used by our clients to access our

systems Although we have developed systems and processes that are designed to detect and prevent security

breaches and periodically test our security failure to mitigate breaches of security could result in losses to us or

our clients result in loss of business and/or clients cause us to incur additional expenses affect our ability to

grow our online services or other businesses subject us to additional regulatory scrutiny or expose us to civil

litigation and possible financial liability any of which could have material adverse effect on our business

financial condition and results of operations

More generally publicized information concerning security problems could inhibit the use or growth of the

Internet as means of conducting commercial transactions Our ability to provide financial services over the

Internet would be severely impeded if clients became unwilling to transmit confidential information online As

result our business financial condition and results of operations could be adversely affected

We face risks associated with the ability of our information technology systems and our people and

processes to support our operations and future growth effectively

In order to serve our target clients effectively we have developed comprehensive array of banking and

other products and services In order to support these products and services we have developed and purchased or

licensed information technology and other systems and processes As our business continues to grow we will

continue to invest in and enhance these systems and our people and processes These investments and

enhancements may affect our future profitability and overall effectiveness From time to time we may change

consolidate replace add or upgrade existing systems or processes which if not implemented properly to allow

for an effective transition may have an adverse effect on our operations including business interruptions which

may result in inefficiencies revenue lOsses client losses exposure to fraudulent activities or damage to our

reputation For example we are in the process of implementing new universal banking systeth that will replace

our currrnt platform Or we may outsource certain operational functions to consultants or other third parties to

enhance our overall efficiencies which if not performed properly could also have an adverse effect on us There

can be no assurance that we will be able to effectively maintain or improve our systems and processes or utilize

outsourced talent to meet our business needs efficiently Any failure of such could adversely affect our

operations financial condition results of operations future growth and reputation

Business disruptions and interruptions due to natural disasters and other external events beyond our

cOntrol can adversely affect our business financial condition and results of operations

Our operations can be subject to natural disasters and other external events beyond our control such as

earthquakes fires severe weather public health issues power failures telecommunication loss major accidents
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terrorist attacks acts of war and other natural and man-made events Our corporate headquarters and portion of

our critical business offices are located in California near major earthquake faults Such events of disaster

whether natural or attributable to human beings could cause severe destruction disruption or interruption to our

operations or property Financial institutions such as us generally must resume operations promptly following

any interruption If we were to suffer disruption or interruption and were not able to resume normal operations

within period consistent with industry standards our business could suffer serious harm In addition depending

on the nature and duration of the disruption or interruption we might be vulnerable to fraud additional expense

or other losses or to loss of business and/or clients We have implemented business continuity management

program and we continue to enhance it on an ongoing basis There is no assurance that our business continuity

management program can adequately mitigate the risks of such business disruptions and interruptions

Additionally natural disasters and external events could affect the business and operations of our clients

which could impair their ability to pay their loans or fees when due impair the value of collateral securing their

loans cause our clients to reduce their deposits with us or otherwise adversely affect their business dealings with

us any of which could have material adverse effect on our business financial condition and results of

operations

We face reputation and business risks due to our interactions with business partners service providers

and other third parties

We rely on third parties both in the United States and internationally in countries such as Indiain variety

of ways including to provide key components of our business infrastructure or to further our business objectives

These third parties may provide services to us and our clients or serve as partners in business activities We rely

on these third parties to fulfill their obligations to us to accurately inform us of relevant information and to

conduct their activities professionally and in manner that reflects positively on us Any failure of our business

partners service providers or other third parties to meet their commitments to us or to perform in accordance

with our expectations could result in operational issues increased expenditures damage to our reputation or loss

of clients which could harm our business and operations financial performance strategic growth or reputation

We depend on the accuracy and completeness of information about customers and counterparties

In deciding whether to extend credit or enter into other transactions with customers and counterparties we

may rely on information furnished to us by or on behalf of customers and counterparties including financial

statements and other financial information We also may rely on representations of customers and counterparties

as to the accuracy and completeness of that information and with respect to financial statements on reports of

independent auditors For example under our accounts receivable financing arrangements we rely on

information such as invoices contracts and other supporting documentation provided by our clients and their

account debtors to determine the amount of credit to extend Similarly in deciding whether to extend credit we

may rely upon our customers representations that their financial statements conform to U.S generally accepted

accounting principles GAAP and present fairly in all material respects the financial condition results of

operations and cash flows of the customer We also may rely on customer representations and certifications or

other audit or accountants reports with respect to the business and financial condition of our clients Our

financial condition results of operations financial reporting and reputation could be negatively affected if we

rely on materially misleading false inaccurate or fraudulent information

Our accounting policies and methods are key to how we report our financial condition .and results of

operations They require management to make judgments and estimates about matters that are uncertain

Our accounting policies and methods are fundamental to how we record and report our financial condition

and results of operations. Our management must exercise judgment in selecting and applying many of these

accounting policies and methods so they comply with GAAP and reflect managements judgment of the most

appropriate manner to report our financial condition and results In some cases management must select the
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accounting policy or method to apply from two or more alternatives any of which might be reasonable under the

circumstances yet might result in our reporting materially different amounts than would have been reported under

different alternative

Changes in accounting standards could materially impact our financial statements

From time to time the Financial Accounting Standards Board FASB or the SEC may change the

financial accounting and reporting standards that govern the preparation of our financial statements In addition

the bodies that interpret the accounting standards such as banking regulators or outside auditors may change

their interpretations or positions on how these standards should be applied These changes may be beyond our

control can be hard to predict and can materially impact how we record and report our financial condition and

results of operations In some cases we could be required to apply new or revised standard retrospectively or

apply an existing standard differently also retroactively in each case resulting in our revising or restating prior

period financial statements

If we fail to maintain an effective system of internal control over financial reporting we may not be able to

accurately report our financial results As result current and potential stockholders could lose

confidence in our financial reporting which would harm our business and the trading price of our stock

If we identify material weaknesses in our internal control over financial reporting or are otherwise required

to restate our financial statements we could be required to implement expensive and time-consuming remedial

measures andcould lose investor confidence in the accuracy and completeness of our financial reports We may

also face regulatory enforcement or other actions including the potential delisting of our securities from

NASDAQ This could have an adverse effect on our business financial condition and results of operations

including our stock price and could potentially subject us to litigation

Legal/Regulatory Risks

We are subject to extensive regulation that could limit or restrict our activities and impose financial

requirements or limitations on the conduct of our business

SVB Financial Group including the Bank is extensively regulated under federal and state laws and

regulations governing financial institutions including those imposed by the FDIC the Federal Reserve and the

California Department of Financial Institutions Federal and state laws and regulatiOns govern limit or otherwise

affect the activities in which we may engage and may affect our ability to expand our business over time In

addition change in the applicable statutes regulations or regulatory policy could have material effect on our

business including limiting the types of financial services and products we may offer or increasing the ability of

nonbanks to offer competing financial services and products These laws and regulations also require financial

institutions including SVB Financial and the Bank to maintain certain minimum levels of capital which may

require us to raise additional capital in the future or affect our ability to use our capital resources for other

business purposes In addition increased regulatory requirements whether due to the adoption of new laws and

regulations changes in existing laws and regulations or more expansive or aggressive interpretations of existing

laws and regulations may have material adverse effect on our business financial condition and results of

operations

If we were to violate international federal or state laws or regulations governing financial institutions we

could be subject to disciplinary action that could have material adverse effect on our business financial

condition results of operations and reputation

International federal and state banking regulators possess broad powers to take supervisory or enforcement

action with respect to financial institutions Other regulatory bodies including the SEC NASDAQ the Financial

Industry Regulatory Authority FINRA and state securities regulators regulate broker-dealers including our
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subsidiary SVB Securities If SVB Financial Group were to violate even if unintentionally or inadvertently the

laws governing public companies financial institutions and broker dealers the regulatory authonties could take

various actions against us depending on the severity of the violation such as revoking necessary
licenses or

authorizations imposing censures civil money penalties or fines issuing cease and desist or other supervisory

orders and suspending or expelling from the securities business firm its officers or employees Supervisory

actions could result in higher capital requirements or the need for us to raise additional capital higher insurance

premiums higher levels of liquidity available to meet the Bank financial needs and limitations on the activities

of SVB Financial Group These remedies and supervisory actions could have material adverse effect on our

business financial condition results of operations and reputation

SVB Financial relies on dividends from its subsidianes for most of its cash revenues

SVB Financial is holding company and is separate and distinct legal entity from its subsidiaries One of

its primary sources of income is cash revenues from dividends from its subsidiaries primarily the Bank These

dividends are principal source of funds to pay operating costs borrowings if any and dividends should SVB

Financial elect to pay any Various federal and state laws and regulations limit the amount of dividends that the

Bank and certain of our nonbank subsidiaries may pay to SVB Financial Also SVB Financial right to

participate in distribution of assets upon subsidiary liquidation or reorganization is subject to the pnor

claims of the subsidiary creditors

StraEegic/Reputation Risks

Concentration of risk increases the potential for significant losses

Concentration of risk increases the potential for significant losses in our business Our clients are

concentrated by industry niches technology life science venture capitallprivate equity and premium wine Many

of otir client companies are concentrated by certain stages within their life cycles such as early-stage or

mid-stage and many of these companies are venture capital-backed Our loan concentrations are derived from

our borrowers engaging in similaractivities or types of loans extended to diverse group of borrowers that could

cause those borrowers to be similarly impacted by economic or other conditions Any adverse effect on -any of

our areas of concentration could have material- impact on our business results of operations and financial

condition Due to our concentrations we may suffer losses even when economic and market conditions are

generally favorable for our competitors

Decreases in the amount of equity capital available to our portfolio companies could adversely affect our

business growth and profitability

Our core strategy is focused on prpviding banking products and services to companies including in

particular to emerging stage to mid-stage companies that receive financial support from sophisticated investors

including venture capital or private equity firms angels and corporate investors We denve meaningful share

of our deposits from these companies and provide them with loans as well as other banking products and

services In some cases our lending credit decision is based on our analysis of the -likelihood that our venture

capital or angel-backed client will receive additional rounds of equity capital from investors If the amount of

capital available to such companies decreases it is likely that the number of new clients and investor financial

support .to our existing borrowers could decrease which could have an adverse- effect on our business

profitability and growth prospects

Among the factors that have affected and could in the future affect the amount of capital available to our

portfolio companies are the receptivity of the capital markets the prevalence of IPOs or MA activity of

companies within our technology and life science industry sectors the availability and return on alternative

investments and general economic conditions in the technology life science and venture capitallprivate equity

industries Reduced capital markets valuations could reduce the amount of capital available to our client

companies including companies within our technology and life science industry sectors
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Because our business and strategy are largely based on this venture capital/private equity financing

framework focused on our particular client niches any material changes in the framework including adverse

trends in investment or fundraising levels may have materially adverse effect on our business strategy and

overall profitability

We face competitive pressures that could adversely affect our business results of operations financial

condition and future growth

Other banks and specialty and diversified financial services companies and debt funds many of whiØh are

larger than we are offer lending leasing other financial products and advisory services to our client base In

addition we compete with hedge funds and private equity funds In some cases our competitors focus their

marketing on our industry sectors and seek to increase their lending and other financial relationships with

technology companies or special industries such as wineries In other cases our competitors may offer broader

range of financial products to our clients When new competitors seek to enter one of our markets or when

existing market participants seek to increase their market share they sometimes undercut the pncing and credit

terms prevalent in that market which could adversely affect our market share or ability to exploit new market

opportunities Our pricing and credit terms could deteriorate if we act to meet these competitive challenges

which could adversely affect our business results of operations financial condition and future growth Similarly

competitive pressures could adversely affect the business results of operations financial condition and future

growth of our non-banking services including our access to capital and attractive investment opportunities for

our funds business

Our ability to maintain or increase our market share depends on our ability to meet the needs of existing

and future clients

Our success depends in part upon our ability to adapt our products and services to evolving industry

standards and to meet the needs of existing and potential future clients failure to achieve market acceptance

for any new products we introduce failure to introduce products that the market may demand or the costs

associated with developing introducing and providing new products and services could have an adverse effect on

our business results of operations growth prospects and financial condition

We face risks in connection with our strategic undertakings

If appropriate opportunities present themselves we may engage in strategic activities which could include

acquisitions joint ventures partnerships investments or other business growth initiatives or undertakings There

can be no assurance that we will successfully identify appropriate opportunities that we will be able to negotiate

or finance such activities or that such activities if undertaken will be successful

In order to finance future strategic undertakings we might obtain additional equity or debt financing Such

financing might not be available on terms favorable to us or at all If obtained equity financing could be dilutive

and the incurrence of debt and contingent liabilities could have material adverse effect on our business results

of operations and financial condition

Our ability to execute strategic activities successfully will depend on variety of factors These factors

likely will vary
based on the nature of the activity but may include our success in integrating the operations

services products personnel and systems of an acquired company into our business operating effectively with

any partner with whom we elect to do business retaining key employees achieving anticipated synergies

meeting managements expectations and otherwise realizing the undertakings anticipated benefits Our ability to

address these matters successfully cannot be assured In addition our strategic efforts may divert resources or

managements attention from ongoing business operations and may subject us to additional regulatory scrutiny

If we do not successfully execute strategic undertaking it could adversely affect our business financial

condition results of operations reputation and growth prospects In addition if we were to conclude that the
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value of ai acquired business had decreased and that the related goodwill had been impaired that conclusion

would resultin an impairment of goodwill charge to us which would adversely affect our results of operations

We face risks associated with international operations

One component of our strategy is to expand internationally To date we have opened offices in China India

Israel and the United Kingdom We plan to expand our operations in those locations and may expand beyond

these countries Our efforts to expand our business internationally carry
with them certain risks including risks

arising from the uncertainty regarding our ability to generate revenues from foreign operations In addition there

are certain risks inherent in doing business on an international basis including among others legal regulatory

and tax requirements and restrictions uncertainties regarding liability tariffs and other trade barriers difficulties

in staffing and managing foreign operations incremental requirement of managements attention and resources

differing technology standards or customer requirements cultural differences political and economic risks and

financial risks including currency and payment risks These risks could adversely affect the success of our

international operations and could have material adverse effect on our overall business results of operations

and financial condition In addition we face risks that our employees may fail to comply with applicable laws

and regulations governing our international operations including the U.S Foreign Corrupt Practices Act and

foreign laws and regulations which could have material adverse effect on us

Our business reputation is important and any damage to it could have material adverse effect on our

business

Our reputation is very important to sustain our business as we rely on our relationships with our current

former and potential clients and stockholders the venture capital and private equity communities and the

industries that we serve Any damage to our reputation whether arising from regulatory supervisory or

enforcement actions matters affecting our financial reporting or compliance with SEC and exchange listing

requirements negative publicity or our conduct of our business or otherwise could have material adverse effect

on our business

Item lB Unresolved Staff Comments

None

Item Properties

Our corporate headquarters facility consists of three buildings and is located at 3003 Tasman Drive Santa

Clara California The total square footage of the premises leased under the current lease arrangement is

approximately 213625 square feet The lease will expire on September 30 2014 unless terminated earlier

We currently operate 27 regional offices including an administrative office in the United States as well as

offices outside the United States We operate throughout the Silicon Valley with offices in Santa Clara Menlo

Park and Palo Alto Other regional offices in California include frvine Sherman Oaks San Diego San

Francisco St Helena Santa Rosa and Pleasanton Office locations outside of California within the United States

include Tempe Arizona Broomfield Colorado Atlanta Georgia Chicago Illinois Newton Massachusetts

Minnetonka Minnesota New York New York Morrisville North Carolina Beaverton Oregon Randor

Pennsylvania Austin Texas Dallas Texas Salt Lake City Utah Vienna Virginia and Seattle Washington

Our international offices are located in Shanghai and Hong Kong China Bangalore and Mumbai India

Hertzelia Pituach Israel and London England All of our properties are occupied under leases which expire at

various dates through 2020 and in most instances include options to renew or extend at market rates and terms

We also own leasehold improvements equipment furniture and fixtures at our offices all of which are used in

our business activities
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Our Global Commercial Bank operations are principally conducted out of our corporate headcuarters in

Santa Clara and the lending teams operate out of the various regional and international offices SVB Capital

principally operates out of our office in Palo Alto Our other businesses operate out of various offices including

SVB Private Client Services in our Santa Clara office and SVB Analytics in San Francisco Prior to our

announcement of the cessation of operations at SVB Alliant in July 2007 SVB Alliant operated out of an office

in Palo Alto

We believe that our properties are in good condition and suitable for the conduct of our business

Item Legal Proceedings

Certain lawsuits and claims arising in the ordinary course of business have been filed or are pending against

us or our affiliates Based upon information available to us our review of such claims to date and consultation

with our outside legal counsel management believes the liability relating to these actions if any will not have

material adverse effect on our liquidity consolidated financial position and/or results of operations Where

appropriate as we determine we establish reserves in accordance with FASB guidance over contingencies

ASC 450 formerly known as SFAS No The outcome of litigation and other legal and regulatory matters is

inherently uncertain however and it is possible that one or more of the legal or regulatory matters currently

pending or threatened could have material adverse effect on our liquidity consolidated financial position and

or results of operations

Item Reserved
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PART II

Item Market for the Registrants Common Equity Related Stockholder Matters and Issuer

Purchases of Equity Securities

Market Information

Our common stock is traded on the NASDAQ Global Select Market under the symbol SIVB The per share

range of high and low sale prices for our common stock as reported on the NASDAQ Global Select Market for

each full quarterly period over the years ended December 31 2009 and 2008 was as follows

2009 2008

Three Months Ended Low High Low High

March31 $11.58 $26.48 $41.96 $50.68

June 30 15.61 31.82 39.68 52.20

September 30 23.63 44.63 42.88 69.90

December31 36.52 45.83 23.49 63.26

Holders

As of February 10 2010 there were 1315 registered holders of our stock and we believe there were

approximately 11968 beneficial holders of common stock whose shares were held in the name of brokerage

firms or other financial institutions We are not provided with the number or identities of all of these

stockholders but we have estimated the number of such stockholders from the number of stockholder documents

requested by these brokerage firms for distribution to their customers

Dividends

SVB Financial has not paid cash dividends on our common stock since 1992 Currently we have no plans to

pay cash dividends on our common stock Our Board of Directors may periodically evaluate whether to pay cash

dividends taking into consideration such factors as it considers relevant including our current and projected

financial performance our projected sources and uses of capital general economic conditions considerations

relating to our current and potential stockholder base and relevant tax laws Our ability to pay cash dividends is

also limited by generally applicable corporate and banking laws and regulations See Business-Supervision and

RegulationRestrictions on Dividends under Part Item of this report and Note 2Regulatory Matters of

the Notes to the Consolidated Financial Statements under Part II Item in this report for additional discussion

on restrictions and limitations on the payment of dividends imposed on us by government regulations

Under the terms of our participation in the CPP from December 12 2008 to December 23 2009 we could

not without the prior consent of the Treasury pay any dividend on our common stock prior to the earlier of

December 12 2011 and the date on which the outstanding shares of Series Preferred Stock issued to the

Treasury had been redeemed in whole or transferred to third party We redeemed our Series Preferred Stock

in full on December 23 2009 Since we have repaid in full our obligation under the CPP we are no longer under

this dividend restriction

Securities Authorized for Issuance Under Equity Compensation Plans

The information required by this Item regarding equity compensation plans is incorporated by reference to

the information set forth in Part III Item 12 of this report

Stock Repurchases

SVB Financial did not repurchase any of its common stock during the fourth quarter of 2009 On July 24

2008 our Board of Directors had previously approved stock repurchase program authorizing us to purchase up
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to $150.0 million of our common stock which expired on December 31 2009 Under the terms of our

participation in the CPP from December 12 2008 to December 23 2009 subject to certain exceptions we could

not without the prior consent of the Treasury repurchase our common stock or other equity securities prior to

the earlier of December 12 2011 or the date on which the outstanding shares of Series Preferred Stock issued

to the Treasury had been redeemed in whole or transferred to third party

The following table presents preferred stock repurchases by month during the fourth quarter of 2009

Maximum

Total Number of Approximate Dollar

Shares Purchased as Value of Shares that

Average Price Part of Publicly May Yet Be Purchased

Total Number of Paid per Announced Plans or Under the Plans or

Period Shares Purchased Share Programs Programs

October 12009 October 31 2009

November 2009 November 30 2009 ..

December 2009 December 31 2009 .. 235000 1000

Total 235000 $1000

On December 23 2009 we repaid our CPP obligation in full and redeemed from the Treasury all 235000

outstanding shares of Series Preferred Stock having liquidation amount equal to $1000 per share The

aggregate total redemption price paid by us to the Treasury for the Series Preferred Stock was $235

million

Recent Sales of Unregistered Securities and Use of Proceeds

None
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Performance Graph

The following information is not deemed to be soliciting material or filed with the SEC or subject to

the liabilities of Section 18 of the Exchange Act and the report shall not be deemed to be incorporated by

reference into any prior or subsequent filing by the Company under the Securities Act or the Exchange Act

The following graph compares for the period from December 31 2004 through December 31 2009 the

cumulative total stockholder return on the common stock of the Company with the cumulative total return of

the Standard and Poors 500 SP 500 Index ii the cumulative total return of the Nasdaq Composite index

and iii the cumulative total return of the Nasdaq Bank Index The graph assumes an initial investment of $100

and reinvestment of dividends The graph is not necessarily indicative of future stock price performance

Comparison of Year Cumulative Total Return

Among SVB Financial the SP 500 Index

the NASDAQ Stock Market-US Index and the NASDAQ Bank Index
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SVB Financial -- SP 500 -e- NASDAQ Composite NASDAQ Bank

$100 invested on 12/31/04 in stock and index-including reinvestment of dividends

Fiscal year ending December 31

Copyright 2010 SP division of The McGraw-Hill Companies Inc All rights reserved

December 31

2004 2005 2006 2007 2008 2009

SVB Financial $100.00 $104.51 $104.02 $112.45 $58.52 92.95

SP500 100.00 104.91 121.48 128.16 80.74 102.11

NASDAQComposite 100.00 101.33 114.01 123.71 73.11 105.61

NASDAQ Bank 100.00 98.57 111.92 89.33 71.39 60.47

33



Item Selected Consolidated Financial Data

The following selected consolidated financial data should be read in conjunction with our consolidated

financial statements and supplementary data as presented in Item of this report Information as of and for the

years ended December 31 2009 2008 and 2007 is derived from audited financial statements presented separately

herein while information as of and for the years ended December 31 2006 and 2005 is derived from audited

financial statements not presented separately within

Year ended December 31

Dollars in thousands except per share data and ratios 2009 2008 2007 2006 2005

Income Statement Summary
Netinterest income 382150 368595 375842 352457 299293

Provision for loan losses 90180 100713 16836 9877 237
Noninterest income 97743 152365 220969 141206 117495

Noninterest expense excluding impairment of goodwill 339774 312887 329265 304069 259860

Impairment of goodwill 4092 17204 18434

Income before income tax expense 45847 707360 233506 161283 156691

Income tax expense 35207 52213 84581 65782 60758

Net income before cumulative effect of change in accounting principle 10640 55147 148925 95501 95933

Cumulative effect of change in accounting principle net of tax 192

Net income before noncontrolling interests 10640 55147 148925 95693 95933

Net loss income attributable to noncontrolling interests 37370 19139 28596 6308 3396

Net income attributable to SVBFG 48010 74286 120329 89385 92537

Preferred stock dividend and discount accretion 25336 707

Net income available to common stockholders 22674 73579 120329 89385 92537

Common Share Summary

Earnings per common sharebasic before cumulative effect of change in

accounting principle 0.67 2.27 3.54 2.57 2.64

Earnings per common sharediluted before cumulative effect of change

in accounting principle 0.66 2.16 3.28 2.37 2.40

Earnings per common sharebasic 0.67 2.27 3.54 2.58 2.64

Earnings per common sharediluted 0.66 2.16 3.28 2.38 2.40

Bookvaluepercommonshare 27.30 23.40 20.70 18.27 16.19

Weighted average shares outstandingbasic 33901 32425 33950 34681 35115

Weighted average shares outstanding-diluted 34183 34015 36738 37615 38489

Year-End Balance Sheet Summary
Investment securities 4491752 1786100 $1602574 $1692343 $2037270

Loans net of unearned income 4548094 5506253 4151730 3482402 2843353

Goodwill 4092 4092 21296 35638

Total assets 12841399 10018280 6692171 6081452 5541715

Deposits 10331937 7473472 4611203 4057625 4252730

Short-term borrowings 38755 62120 90000 683537 279475

Long-term debt 856650 995423 873241 352465 195832

SVBFG stockholders equity 1128343 991356 676369 628514 569301

Average Balance Sheet Summary
Investment securities 2282331 1338516 $1364461 $1684178 $1984178

Loans net of unearned income 4699696 4633048 3522326 2882088 2368362

Goodwill 1000 4092 12576 27653 35638

Total atsets 1132634P 7418303 6019974 5387435 5189777

Deposits 8794099 4896324 3962260 3921857 4166476

Short-term borrowings 46133 304896 320129 400913 69499

Long-termdebt1 923854 980694 664581 215966 204525

SVBFG stockholders equity 1063175 720851 669190 589206 541426

Capital Ratios

Total risk-based capital ratio 19.94% 17.58% 16.02% 13.95% 14.75%

Tier risk-based capital ratio 15.45 12.51 11.07 12.34 12.39

Tier leverage ratio 9.53 13.00 11.91 12.46 11.64

Tangible common equity to tangible assets 8.78 7.64 10.03 9.99 9.69

Tangible common equity to risk-weighted assets 15.05 9.31 10.28 11.15 11.04

Average SVBFG stockholders equity to average assets 9.39 9.72 11.12 10.94 10.43

Selected Financial Results

Returnon average assets 0.42% 1.00% 2.00% 1.66% 1.78%

Return on average SVBFG stockholders equity 2.68 10.38 17.98 15.17 17.09

Net interest margin 3.73 5.72 7.19 7.38 6.46

Gross charge-offs to average total grossloans 3.03 1.02 0.55 0.48 0.52

Net charge-offs to average total gross loins 2.64 0.87 0.35 0.14 0.04

Nonperforming assets as percentage of total assets 0.41 0.88 0.14 0.27 0.25

Allowance for loan losses as percentage of total gross loans 1.58 1.93 1.13 1.22 1.28
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Year ended December 31

Dollars in millions 2009 2008 2007 2006 2005

Other Data

Client investment funds

Client directed investment assets 9693 $11886 $13049 $11221 8863

Client investment assets under management 5905 5881 6422 5166 3857

Sweep money market funds 813 2721 2573 2247

Total client investment fimds $15598 $18580 $22192 $18960 $14967

Included in our senior and subordinated notes balance are shortcut method adjustments for the corresponding interest rate

swap hedges recorded as component of other assets on the balance sheet

See Managements Discussion and Analysis of Financial Condition and Results of OperationsCapital Resources

Capital Ratios under Part II Item in this report for reconciliation of non-GAAP tangible common equity to tangible

assets and tangible common equity to risk-weighted assets

Item Managements Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations below contains

forward-looking statements These statements are based on current expectations and assumptions which are

subject to risks and uncertainties See our cautionary language at the beginning of this Annual Report on

Form 10-K Actual results could differ materially because of various factors including but not limited to those

discussed in Risk Factors under Part Item 1A

The following discussion and analysis of our financial condition and results of operations should be read in

conjunction with our consolidated financial statements and supplementary data as presented in Item of this

Annual Report on Form 10-K Certain reclassifications have been made to prior years results to conform to the

current periods presentations Such reclassifications had no effect on our results of operations or stockholders

equity In addition certain amounts in prior years results have been revised to reflect the correction of

immaterial errors associated with previously recognized gains and losses on foreign exchange contracts as well

as the adoption of new accounting standards ASC 470-20 formerly known as FASB Staff Position FSP
Accounting Principles Board APB Opinion No 14 Refer to Note Summary of Significant

Accounting Policies of the Notes to Consolidated Financial Statements under Part II Item of this report for

further details

Overview of Company Operations

SVB Financial is diversified financial services company as well as bank holding company and financial

holding company The Company was incorporated in the state of Delaware in March 1999 Through our various

subsidiaries and divisions we offer variety of banking and financial products and services For over 25
years

we have been dedicated to helping entrepreneurs succeed especially in the technology life science venture

capital/private equity and premium wine industries We provide our clients of all sizes and stages with diverse

set of products and services to support them throughout their life cycles

We offer commercial banking products and services through our principal subsidiary the Bank which is

California-state chartered bank founded in 1983 and member of the Federal Reserve System Through its

subsidiaries the Bank also offers brokerage investment advisory and asset management services We also offer

non-banking products and services such as funds management private equity investment and equity valuation

services through our subsidiaries and divisions

Managements Overview of 2009 Financial Performance

We recorded net income available to common stockholders for the year ended December 31 2009 of $22.7

million or $0.66 per diluted common share Net income available to common stockholders for the
year

ended

December 31 2009 included non-tax deductible charge of $11.4 million related to CPP repayment in the fourth
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quarter of 2009 and non-tax deductible goodwill impairment charge of $4.1 million recorded in the first quarter

of 2009 Excluding these charges net income for the year ended December 31 2009 was $38.2 million or $1.12

per diluted common share See non-GAAP reconciliation provided below

Dunng the first half of 2009 we were generally impacted by continued declines in venture capital and

private equity activity continued pressure on valuations in our venture and private equity-related investments

higher-than-normal credit losses lower loan demand and lower income from many of our fee-based products

During the latter half of 2009 we began to see signs of stabilization and relative improvement in our client base

Credit quality appeared to be improving overall and we were able to resolve number of borrower specific

credit issues Additionally during the latter half of 2009 portfolio company valuations appeared to be stabilizing

and we expenenced higher net interest income resulting from an increase in our fixed income investment

portfolio and lower interest expense Additionally we continued to see strong deposit growth throughout the

year

Highlights of our 2009 financial results compared to 2008 where applicable included the following

We issued and sold through public offering during the fourth quarter of 2009 7965568 shares of

common stock at an offering price of $38.50 per share which resulted in net proceeds of $292.1

million

We used portion of the net proceeds from the public offering to repay in full our obligation under the

CPP On 23 2009 we redeemed $235 million in preferred shares plus accrued and unpaid

dividends which resulted in non-cash charge of $11.4 million in the fourth quarter of 2009

Growth of 79.6 percent in average deposit balances to $8.8 billion primarily as result of our clients

preference for the security provided by the FDIC and their desire to maintain short-term liquidity and

the continued low interest rate environment Our efforts in late 2008 and early 2009 to migrate client

sweep balances from our off-balance sheet product to our on-balance sheet products also contributed to

this growth Period-end deposits were $10.3 billion

Growth of $943.8 million in average interest-earning investment securities to $2.3 billion primarily

due to purchases of U.S agency securities agency-issued collateralized mortgage obligations and

agency-issued mortgage-backed securities which were purchased with excess liquidity as result of

our continued growth in deposits Period-end interest-earning investment securities were $3.9 billion

Growth of $66.6 million in average loan balances to $4.7 billion primarily due to the full year effect of

growth in 2008 from all client industry segments Period-end loans were $4.5 billion

Provision for loan losses of $90.2 million decrease of $10.5 million compared to 2008

An increase in net interest income fully taxable equivalent basis of $13.5 million primarily due to an

increase in our average interest earmng investment portfolio as well as lower interest expense on

deposits and long term debt due to the low interest rate environment

decrease of 199 basis points in our net interest margin to 73 percent pnmarily due to the current

low interest rate environment as our average prime lending rate decreased by 113 basis points to

00 percent for 2009 compared to 13 percent for 2008 In addition large portion of our deposits

were invested in overnight cash with the Federal Reserve earning 25 basis points throughout 2009

decrease of $54.6 million in noninterest income to $97.7 million primarily due to $28.8 million

decrease in client investment fees and $16 rrulhon increase in net losses on investment securities

An increase of $31 million in noninterest expense to $343 million primarily due to $13 mmlhon

increase in FDIC assessments and $12.3 million increase in compensation and benefits expense
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The key highlights
of our financial performance in 2009 and 2008 were as follows

Dollars in thousands except per share data and ratios

Income Statement

Diluted earnings per share
0.66

Net income attributable to SVBFG 48010

Net income available to common stockholders 22674

Net interest income 382150

Net interest margin
3.73%

Provision for loan losses 90180

Noninterest income
97 743

Noninterest expense
343 866

Balance Sheet

Average loans net of unearned income $4699696

Average noninterest-bearing deposits
5289288

Average interest-bearing deposits
3504811

Average total deposits
8794099

Ratios

Return on average common SVBFG stockholders equity

Return on average assets

Book value per common share

Operating efficiency ratio

Allowance for loan losses as percentage of total gross
loans

Gross loan charge-offs as percentage
of average total gross loans

Net loan charge-offs as percentage
of average total gross loans

Other Statistics

Average SVB prime lending rate

Period end full-time equivalent employees

Non-GAAP measures

Non-GAAP net income available to common stockholders

Non-GAAP diluted earnings per common share

Non-GAAP operating efficiency ratio

Non-GAAP noninterest income net of noncontrolling interest

Noæ-GAAP noninterest expense net of noncontrolling interest

Tangible conimon equity to tangible assets 10
Tangible common equity to risk-weighted assets 10

2.68% 10.38% 74.2%
0.42 1.00 58.0

27.30 23.40 16.7

71.33 59.80 19.3

1.58 1.93 35bps

303 102 201bps

2.64 0.87 177 bps

4.00% 5.13% 113bps

1258 1244 Li

Year ended December 31

2009 2008 Change

2.16

74286

73579

368595

572%

100713

152365

312887

$4633048

2946907

1949417

4896324

69.4%

35.4

692
3.7

199bps

iO.5%

35.8
9.9

1.4

79.5

79.8

79.6

38178 77437 50.7%

1.12 2.28 50.9

64.56% 56.07.% 15.1

122644 160859 23.8

327323 297914 9.9

8.78% 7.64% 14.9

15.05 9.31 61.7

Noninterest income included net losses of $24.9 million attributable to noncontrolling interests for 2009

compared to net losses of $8 million for 2008 See Results of OperationsNoninterest Income for

description of noninterest income attributable to noncontrolling interests

Noninterest expense included $12 million attributable to noncontrolling interests for 2009 compared to

$11 million for 2008 See Results of OperationsNonrnterest Expense for description of nomnterest

expense attributable to noncontrolling interests

Ratio represents
consolidated net income available to common stockholders divided by average

SVB

Financial Group SVBFG stockholders equity excluding preferred equity

Ratio represents
consolidated net income attributable to SVBFG divided by average assets

Book value per commOn share is calculated by dividing total SVBFG stockholders equity excluding

preferred equity by total outstanding common shares

The operating efficiency ratio is calculated by dividing noninterest expense by total taxable equivalent

income

37



See below for reconciliation of non-GAAP net income and non-GAAP diluted earnings per common
share

See Results of OperationsNoninterest Expense for description and reconciliation of the non-GAAP
operating efficiency ratio and non-GAAP noninterest expense
See Results of OperationsNoninterest Income for description and reconciliation of non-GAAP
noninterest income

10 SeeP Capital ResourcesCapital Ratios for reconciliation of non-GAAP tangible common equity to

tangible assets and tangible common equity to risk-weighted assets

Non-GAAP Net Income and Non-GAAP Diluted Earnings Per Common Share

We use and report non-GAAP net income and non-GAAP diluted earnings per common share which
excludes non-cash charges relating to our CPP repayment and impairment of goodwill as well as the loss from
cash settlement of conversion premium of zero-coupon convertible subordinated debentures We believe these

non-GAAP financial measures when taken together with the corresponding GAAP financial measures provide

meaningful supplemental information regarding our performance by excluding certain items that do not occur

every reporting period Our management uses and believes that investors benefit from referring to these

non-GAAP financial measures in assessing our operating results and related trends and when planning
forecasting and analyzing future periods However these non-GAAP financial measures should be considered in

addition to not as substitute for or preferable to financial measures prepared in accordance with GAAP

reconciliation of GAAP to non-GAAP net income and non-GAAP diluted earnings per common share for

2009 and 2008 is as follows

Year ended December 31

Dollars in thousands except share amounts 2009 2008

Net income available to common stockholders 22674 73579
Impairment of goodwill 4092
Loss from cash settlement of conversion premium of

zero-coupon convertible

subordinated notes
3858

Non-cash charge related to CPP repayment 11412

Non-GAAP net income available to common stockholders 38178 77437

GAAP earnings per common sharediluted 0.66 2.16

Impact of impairment of goodwill 0.12

Impact of loss from cash settlement of conversion premium of zero-coupon

cOnvertible subordinated notes
0.12

Impact of non-cash charge related to CPP repayment 0.34

Non-GAAP earnings per common sharediluted 1.12 2.28

Weighted average diluted common shares
outstanding 34182728 34014581

Non-tax deductible goodwill impairment charge for eProsper recognized in the first quarter of 2009
Represents the portion of the conversion payment that exceeded the principal amount related to conversion
of $7.8 million of our zero-coupon convertible subordinated notes which we settled in cash in the second

quarter of 2008 This non-tax deductible loss did not have any impact on our tax provision
Non-tax deductible charge related to CPP repayment recognized in the fourth quarter of 2009

Critical Accounting Policies and Estimates

Our accounting policies are fundamental to understanding our financial condition and results of operations
We have identified seven policies as being critical because they require our management to make particularly

difficult subjective and/or complex judgments about matters that are inherently uncertain and because it is likely

that materially different amounts would be reported under different conditions or using different assumptions

38



We evaluate our estimates and assumptions on an ongoing basis and we base these estimates on historical

experiences
and vanous other factors and assumptions that are believed to be reasonable under the

circumstances Actual results may differ materially from these estimates under different assumptions or

conditions

Our senior management has discussed the development selection application
and disclosure of these

critical accounting policies with the Audit Committee of our Board of Directors

Fair Value Measurements

We use fair value measurements to record fair value adjustments to certain financial instruments and to

determine fair value disclosures Our marketable investment securities non-marketable investment securities and

derivative instruments are financial instruments recorded at fair value on recurring basis We disclose our

method and approach for fair value measurements of assets and liabilities in Note 19Fair ValUe of Financial

Instruments of the Notes to Consolidated Financial Statements under Part TI Item in this report

ASC 820 Fair Value Measurements and Disclosures formerly known as Statement of Financial

Accounting Standards SFAS No 157 defines fair value as the price that would be received to sell an asset or

paid to transfer liability the exit price in an orderly transaction between market participants at the

measurement date ASC 820 establishes three-level hierarchy for disclosure of assets and liabilities recorded at

fair value The classification of assets and liabilities within the hierarchy is based on whether the inputs to the

valuation methodology used for measurement are observable or unobservable Observable inputs reflect market-

derived or market-based information obtained from independent sources while unobservable inputs reflect our

estimates about market data The three levels for measuring fair value are based on the reliability of inputs and

are as follows

Level Valuations based on quotedprices in active markets for identical assets or liabilities that we have the

ability to access Valuation adjustments and block discqunts are not applied to instruments utilizing

Level inputs Since valuations are based on quoted prices that are readily and regularly availa1le in

an active market valuation of these instruments does not entail significant degree of judgment

Assets utilizing Level inputs include exchange traded equity securities

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs

are observable directly or indirectly

Assets and liabilities utilizing Level inputs include U.S treasury and agency securities

investment-grade and high-yield corporate bonds mortgage products municipal bonds and notes

and Over-the-Counter OTC derivative instruments and equity warrant assets for shares of public

company capital stock

Level Valuation is generated from model based techniques that use significant assumptions not observable

in the market These unobservable assumptions reflect our own estimates of assumptions market

participants would use in pricing the asset or liability Valuation techniques include use of option

pricing
models discounted cash flow models and similar techniques

Assets utilizing Level inputs include limited partnership interests in private equity funds direct

equity investments in private companies and equity warrant assets for shares of private company

capital stock

It is our policy to maximize the use of observable inputs and minimize the use of unobservable inputs when

developing fair value measurements When ayailable we use quoted market prices to measure fair value If

market prices are not available fair value measurement is based upon models that use primarily market-based or
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independently-sourced market parameters including interest rate yield curves prepayment speeds option
volatilities and currency rates Substantially all of our financial instruments use either of the foregoing

methodologies collectively Level and Level measurements to determine fair value adjustments recorded to

our financial statements However in certain cases when market observable inputs for model based valuation

techniques may not be readily available we are required to make judgments about assumptions market

participants would use in estimating the fair value of the financial instrument

The degree of management judgment involved in determining the fair value of financial instrument is

dependent upon the availability of quoted market prices or observable market parameters For financial

instruments that trade actively and have quoted market prices or observable market parameters there is minimal

subjectivity involved in measuring fair value When observable market prices and parameters are not fully

available management judgment is
necessary to estimate fair value For inactive markets there is little

information if any to evaluate if individual transactions are orderly Accordingly we are required to estimate
based upon all available facts and circumstances the degree to which orderly transactions are occurring and

provide more weighting to price quotes that are based upon ordetly transactions In addition changes in the

market conditions may reduce the availability of quoted prices or observable data For example reduced liquidity

in the capital markets or changes in secondary market activities could result in observable market inputs

becoming unavailable Therefore when market data is not available we use valuation techniques requiring more

management judgment to estimate the appropriate fair value measurement Accordingly the degree of judgment
exercised by management in determining fair value is greater forfinancial assets and liabilities categorized as

Level

At December 31 2009 34.4 percent of our total assets or $4.4 billion consisted of financial assets recorded

at fair value on recurring basis compared to 18.2
percent of our total assets or $1.8 billion as of December 31

2008 Of these assets as of December 31 2009 90.7
percent used valuation methodologies involving market-

based or market-derived information collectively Level and measurements to measure fair value and 9.3

percent of these financial assets were measured using model-based techniques or Level measurements This

compares to 79.8 percent and 20.2 percent respectively as of December 31 2008 Almost all of our financial

assets valued using Level measurements at December 31 2009 and 2008 represented non-marketable

securities At December 31 2009 0.1 percent of total liabilities or $15.9 million consisted Of financial liabilities

recorded at fair value on recurring basis which were valued using market-observable inputs compared to 0.4

percent or $32.6 million as of December 31 2008 There were no material transfers in or out of Level during
2009 or 2008 Our valuation

processes include number of key controls that are designed to ensure that fair

value is calculated appropriately Such controls include model validation policy requiring models that provide
values used in financial statements be validated by qualified personnel and escalation procedures to ensure that

valuations using unverifiable inputs are identified and monitored on regular basis by senior management

As of December 31 2009 our available-for-sale investment portfolio consisting primarily of agency-issued

mortgage-backed securities agency-issued collateralized mortgage obligations U.S agency debentures and

municipal bonds and notes represented $3.9 billion or 89.2 percent of our portfolio of assets measured at fair

value on recurring basis compared to $1.3 billion or 72.3
percent as of December 31 2008 These instruments

were primarily classified as Level because their valuations were based on indicator prices corroborated by
observable market quotes or pricing models with all significant inputs derived from or corroborated by
observable market data Since our available for-sale fixed income investment securities portfolio consisted

primarily of fixed rate securities the fair value of the portfolio is sensitive to changes in levels of market interest

rates and market perceptions of credit quality of the underlying securities Market valuations and impairment
analyses on assets in the fixed income investment portfolio are reviewed and monitored on quarterly basis

To the extent available-for-sale investment securities are used to secure borrowings changes in the fair

value of those securities could have an impact on the total amount of secured financing available We pledge
securities to the Federal Home Loan Bank of San Francisco and the discount window at the Federal Reserve

Bank The market value of collateral pledged to the Federal Home Loan Bank of San Francisco primarily
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comprised of agency-issued mortgage-backed securities at December 31 2009 totaled $497.4 million all of

which was unused and available to support additional borrowings The market value of collateral pledged at the

discount window of the Federal Reserve Bank in accordance with our risk management practices at

December 31 2009 totaled $85.7 million all of which was unused and available to support
additional

borrowings We have repurchase agreements
in place with multiple securities dealers which allow us to access

short-term borrowings by using fixed income securities as collateral At December 31 2009 we had not utilized

our repurchase lines to secure borrowed funds

Financial assets valued using Level measurements consist primarily of our investments in venture capital

and private equity funds direct equity investments in privately held companies and certain investments made by

our consolidated sponsored debt fund Our managed funds and sponsored debt fund that hold these investments

are investment companies under the American Institute of Certified Public Accountants AICPA Audit and

Accounting Guide for Investment Companies and accordingly these funds report their investments at estimated

fair value with unrealized gains and losses resulting from changes in fair value reflected as investment gains or

losses in our consolidated statements of income Assets valued using Level measurements also include equity

warrant assets in shares of private company capital stock

During 2009 and 2008 the Level assets that are measured at fair value on recurring basis experienced

net unrealized fair value decreases totaling $38.9 million and $6.3 million respectively primarily due to lower

valuations in underlying fund investments in our managed funds of funds Realized gains related to the Level

assets in 2009 and 2008 of $6.9 million and $15.8 million respectively related primarily to gains from

distributions from underlying fund investments in our managed funds of funds as well as from exercises of

equity warrant assets in 2008

The valuation of nonmarketable securities and equity warrant assets in shares of private company capital

stock is subject to management judgment The inherent uncertainty in the process of valuing securities for which

ready market does not exist may cause our estimated values of these securities to differ significantly from the

values that would have been derived had ready market for the securities existed and those differences could be

material The timing and amount of changes in fair value if any of these financial instruments depend upon

factors beyond our control including the performance of the underlying companies fluctuations in the market

prices of the preferred or common stock of the underlying companies general volatility and interest rate market

factors and legal and contractual restrictions The timing and amount of actual net proceeds if any from the

disposition of these financial instruments depend upon factors beyond our control including investor demand for

IPOs levels of MA activity legal and contractual restrictions on our ability to sell and the perceived and

actual performance of portfolio companies All of these factors are difficult to predict

Non-Marketable Securities

Non marketable securities include investments in private equity and venture capital funds sponsored debt

funds direct equity investments in companies and low income housing tax credit funds Our accounting for

investments in non marketable securities depends on several factors including our level of ownership/control

and the legal structure of our subsidiary making the investment Based on these factors we account for our

non marketable securities using one of three different methods investment company fair value accounting

ii equity method accounting or iii cost method accounting Our non marketable securities camed under

investment company fair value accounting include amounts that are attributable to noncontrolling interests We

are required under GAAP to consolidate 100% of investments made by our managed funds or consolidated

sponsored debt fund that we are deemed to control even though we may own less than 100% of such entities

Our non-marketable securities carried under investment company fair value accounting are carried at

estimated fair value at each balance sheet date based primarily on financial information obtained as the general

partner of the fund or obtained from the funds respective general partner
Fair value is the aniountthat would be

received to sell the non-marketable securities in an orderly transaction between market participants at the

measurement date
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For direct private company investments valuations are based upon consideration of range of factors

including but not limited to the price at which the investment was acquired the term and nature of the

investment local market conditions values for comparable securities current and projected operating

performance exit strategies and financing transactions subsequent to the acquisition of the investment These

valuation methodologies involve significant degree of management judgment We consider our accounting

policy for our non-marketable securities carried under investment company fair value to be critical as estimating

the fair value of these investments requires management to make assumptions regarding future performance
financial condition and relevant market conditions along with other pertinent information

The valuation of our private equity funds is primarily based upon our pro-rata share of the fair market value

of the net assets of private fund as determined by such private fund on the valuation date We utilize the most

recent available financial information from the investee general partner We account for differences between our

measurement date and the date of the fund investments net asset value by using the most recent available

financial information available from the investee general partner for example September 30th for our

December 31st consolidated financial statements adjusted for any contributions paid during the fourth quarter
distributions received from the investment during the fourth quarter or significant fund transactions or market

events For investments that have significant impact on our financial statements we have communications with

the fund managers to determine whether there are significant changes to net asset value that have occurred since

the funds last reporting date and make the necessary adjustments to our financial statements

Under our equity method accounting we recognize our proportionate share of the results of operations of

each equity method investee in our results of operations

Under our cost method accounting we record investments at cost and recognize as income distributions or

returns received from net accumulated earnings of the investee since the date of acquisition

We review our equity and cost method securities at least quarterly for indications of impairment which

requires significant judgment Indications of impairment include an analysis of facts and circumstances of each

investment the expectations of the investments future cash flows and capital needs variability of its business

and the companys exit strategy Investments identified as having an indication of impairment are reviewed

further to determine if the investment is other than temporarily impaired We reduce the investment value when
we consider declines in value to be other than temporary and we recognize the estimated loss as loss on
investment securities which is component of noninterest income

We consider our accounting policy for our non-marketable securities to be critical because the valuation of

our non-marketable securities is subject to management judgment and information reasonably available to us
The inherent uncertainty in the process of valuing securities for which ready market is unavailable may cause

our estimated values of these secunties to differ significantly from the values that would have been denved had

ready market for the securities existed and those differences could be material Future adverse changes in market

conditions or poor operating results of underlying investments could result in losses or an inability to recover the

carrying value of th investments that may not be reflected in their
carrying value thereby possibly requinng an

impairment charge in the future There can be no assurances that we will realize the full value of our

non marketable secunties which could result in significant losses

Derivative AssetsEquity Warrant Assets for Shares of Privately- and Publicly-held Companies

In connection with negotiated credit facilities and certain other services we frequently obtain equity warrant

assets giving us the right to acquire stock in certain client companies Equity warrant assets for shares of private

and public companies are recorded at fair value on the grant date and adjusted to fair value on quarterly basis

through consolidated net income At December 31 2009 our equity warrant assets totaled $41.3 million

compared to $43.7 million at December 31 2008
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We account for equity warrant assets with net settlement terms in certain private and public client

companies as derivatives In general equity warrant assets entitle us to buy specific number of shares of stock

at specific price within specific time period Certain equity warrant assets contain contingent provisions

which adjust the underlying number of shares or purchase price upon the occurrence of certain future events Our

warrant agreements contain net share settlement provisions which permit us to receive at exercise share count

equal to the intrinsic value of the warrant divided by the share price otherwise known as cashless exercise

Because we can net settle our warrant agreements our equity warrant assets qualify as derivative instruments in

accordance with the provisions of ASC 815 Derivatives and Hedging formerly known as SFAS No 133

The fair value of the equity warrant assets portfolio is reviewed quarterly We value our equity warrant

assets using modified Black-Scholes option pricing model which incorporates the following material

assumptions

Underlying asset value was estimated based on information available including any information

regarding subsequent rounds of funding

Volatility or the amount of uncertainty or risk about the size of the changes in the warrant price was

based on guidelines for publicly traded companies within indices similar in nature to the underlying

client companies issuing the warrant total of six such indices were used The volatility assumption

was based on the median volatility for an individual public company within an index for the past

16 quarters
from which an average volatility was derived The weighted average quarterly median

volatility assumption used for the warrant valuation at December 31 2009 was 50.5% compared to

45.5% at December 31 2008

Actual data on cancellations and exercises of our equity warrant assets was utilized as the basis for

determining the expected remaining life of the equity warrant assets in each financial reporting period

Equity warrant assets may be exercised in the event of acquisitions mergers or IPOs and cancelled due

to events such as bankruptcies restructuring activities or additional financings These events cause the

expected remaining life assumption to be shorter than the contractual term of the warrants This

assumption reduced the reported value of the warrant portfolio by $17.4 million at December 31 2009

compared to reduction of $17.5 million at December 31 2008

The risk-free interest rate was derived from the U.S Treasury yield curve The risk-free interest rate

was calculated based on weighted average of the risk-free interest rates that correspond closest to the

expected remaining life of the warrant The risk-free interest rate used for the warrant valuation at

December 31 2009 was 1.4% compared to 0.9% at December 31 2008

Other adjustments including marketability discount were estimated based on managements

judgment about the general industry environment

The fair value of our equity warrant assets recorded on our balance sheets represents our best estimate of the

fair value of these instruments Changes in the above material assumptions may result in significantly different

valuations For example the following table demonstrates the effect of changes in the risk-free interest rate and

volatility assumptions on the valuation of equity warrant assets held by SVB Financial Group active at

December 31 2009

Volatility Factor

10% Lower Current 10% Higher

Dollars in millions
45.5% 50.5% 55.6%

Risk Free Interest Rate

Less 50 basis points
$37.4 $40.4 $43.5

Current rate 1.4% 37.9 40.9 44.0

Plus 50 basis points
38.4 41.5 44.4

The above table does not include equity warrant assets at December 31 2009 held by Partners for Growth

LP which were valued at $0.3 million
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The timing and value realized from the disposition of equity warrant assets depend upon factors beyond our

control including the performance of the underlying portfolio companies investor demand for IPOs fluctuations

in the market prices of the underlying common stock of these companies levels of mergers and acquisitions

activity and legal and contractual restrictions on our ability to sell the underlying securities All of these factors

are difficult to predict Many equity warrant assets may be terminated or may expire without compensation and

may incur valuation losses from lower-priced funding rounds We are unable to predict future gains or losses

with accuracy and gains or losses could
vary materially from period to period

We consider accounting policies related to equity warrant assets to be critical as the valuation of these assets

is complex and subject to certain degree of management judgment Management has the ability to select from

several valuation methodologies and has alternative approaches in the calculation of material assumptions The

selection of an alternative valuation methodology or alternative approaches used to calculate material

assumptions in the current methodology may cause our estimated values of these assets to differ significantly

from the values recorded Additionally the inherent uncertainty in the process of valuing these assets for which

ready market is unavailable may cause our estimated values of these assets to differ significantly from the values

that would have been derived had ready market for the assets existed and those differences could be material

Further the fair value of equity warrant assets may never be realized which could result in significant losses

Allowance for Loan Losses

At December 31 2009 our allowance for loan losses totaled $72 million compared to $107 million at

December 31 2008 The allowance for loan losses is managements estimate of credit losses inherent in the loan

portfolio at balance sheet date

We consider our accounting policy for the allowance for loan losses to be cntical as estimation of the

allowance involves material estimates by our management and is particularly susceptible to significant changes

in the near term Determining the allowance for loan losses requires us to make forecasts that are highly

uncertain and require high degree of judgment Our loan loss reserve methodology is applied to our allowance

for loan losses and we maintain the balances at levels that we believe are adequate to absorb estimated probable

losses inherent in our loan portfolios

Our allowance for loan losses is established for loan losses that are probable but not yet realized The process
of anticipating loan losses is imprecise Our management applies systematic process for the evaluation of

individual loans and pools of loans for inherent risk of loan losses On quarterly basis each loan in our portfolio is

assigned credit risk rating through an evaluation process which includes consideration of such factors as payment

status the financial condition of the borrower borrower compliance with loan covenants underlying collateral

values potential loan concentrations and general economic conditions The allowance for loan losses is based on

formula allocation for similarly nsk-rated loans by client industry sector and individually for impaired loans as

determined by ASC 310 Receivables formerly known as SFAS No 114 and SFAS No

Our evaluation
process

is designed to determine the adequacy of the allowance for loan losses We assess

the risk of losses inherent in the loan portfolio on quarterly basis by utilizing historical loan loss migration

model which is statistical model used to estimate an appropriate allowance for outstanding loan balances by

calculating the likelihood of loan becoming charged-off based on its credit risk rating using historical loan

performance data from our portfolio Loan loss factors for each risk-rating category and client industry sector are

ultimately applied to the respective period-end client loan balances for each corresponding risk-rating category

by client industry secl to provide an estimation of the allowance for loan losses

We apply macro allocations to the results we obtained through our historical loan loss migration model to

ascertain the total allowance for loan losses These macro allocations are based upon managements assessment

of the risks that may lead to loan loss experience different from our historical loan loss experience These risks

are aggregated to become our macro allocation Based on managements prediction or estimate of changing risks
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in the lending environment the macro allocation may vary significantly from period to period and includes but

is not limited to consideration of the following factors

Changes in lending policies and procedures including underwriting standards and collections and

charge-off and recovery practices

Changes in national and local economic business conditions including the market and economic

condition of our clients industry sectors

Changes in the nature of our loan portfolio

Changes in experience ability and depth of lending management and staff

Changes in the trend of the volume and severity of past due and classified loans

Changes in the trend of the volume of nonaccrual loans troubled debt restructurings and other loan

modifications and

Other factors as determined by management from time to time

Finally we compute several modified versions of the model which provide additional assurance that the

statistical results of the historical loan loss migration model are reasonable committee comprised of senior

management evaluates the adequacy of the allowance for loan losses based on the results of our analysis

Reserve for Unfunded Credit Commitments

The level of the reserve for unfunded credit commitments is determined following methodology that parallels

that used for the allowance for loan losses We consider our accounting policy for the reserve for unfunded credit

commitments to be critical as estimation of the reserve involves material estimates by our management and is

particularly susceptible to significant changes in the near term We record liability for probable and estimable

losses associated with our unfunded credit commitments Each quarter every
unfunded client credit commitment is

allocated to credit risk rating category in accordance with each client credit risk rating We use the historical

loan loss factors described under our allowance for loan losses to calculate the possible loan loss experience if

unfunded credit conunitments are funded Separately we use historical trends to calculate the probability of an

unfunded credit commitment being funded We apply the loan funding probability factor to risk factor adjusted

unfunded credit commitments by credit risk rating to derive the reserve for unfunded credit commitments The

reserve for unfunded credit commitments may also include certain macro allocations as deemed appropriate by

management Our reserve for unfunded credit commitments totaled $13.3 million and $14.7 million at

December 31 2009 and 2008 respectively and is reflected in other liabilities on our balance sheet

Share-Based Compensation

Our share-based compensation expense
totaled $14.8 million $13.6 million and $14.9 million in 2009 2008

and 2007 respectively In accordance with ASC 718 CompensationStock Compensation formerly known as

SFAS No 123R we measure compensation expense for all employee share-based payment awards using fair

value based method reduced by estimated award forfeitures and record such expense
in our consolidated

statements of income

We consider our accounting policy for share-based compensation to be critical as determining the fair value

of awards involves the use of significant estimates and assumptions We use the Black-Scholes option pricing

model to determine the fair value of stock options and employee stock purchase plan shares The Black-Scholes

option-pricing model requires the use of input assumptions including the expected life expected price volatility

of the underlying stock expected dividend yield and risk-free interest rate The Black-Scholes option pricing

model was developed for use in estimating the fair value of traded options which have no vesting restrictions

and are fully transferable Because our stock options have characteristics significantly different from those of

traded options changes to the input assumptions can materially affect the fair value of our employee stock

options ASC 718 also requires us to develop an estimate of the number of share-based payment awards which

we expect to vest We consider many factors when estimating expected forfeitures including the type of award

the employee class and historical experience
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The most significant assumptions impacted by managements judgment are the expected volatility and the

expected term of the options The expected dividend yield and expected risk-free interest rate are not as

significant to the calculation of fair value In addition adjustments to our estimates of the number of share-based

payment awards that we expect to vest did not have signifiºant impact on the recorded share-based

compensation expense

Expected volatility The value of stock option is derived from its potential for appreciation The more

volatile the stock th more valuable the option becomes because of the greater possibility of significant changes

in stock price Our computation of expected volatility is based on blend of historical volatility of our common
stock and implied volatility of traded options to purchase shares of our cOmmon stock Our decision to

incorporate implied volatility was based on our assessment that implied volatility of publicly traded options in

our common stock is expected to be more reflective of market conditions and therefore can reasonably be

expected to be better indicator of expected volatility than historical volatility of our common stock

Expected term The expected term also has significant effect on the value of the option The longer the

term the more time the option holder has to allow the stock
price to increase without cash investment and thus

the more valuable the option Further longer option terms provide more opportunity to exploit market highs

However employees are not required to wait until the end of the contractual term of nontransferable option to

exercise Accordingly we are required to estimate the expected term of the optiOn When establishing an

estimate of the expected term we bifurcate our option grants into two employee groupings based on exercise

behavior and determine the expected term for each group by considering several factors including historical

option exercise behavior post vesting turnover rates terms and vesting pnods of the options granted

We review our valuation assumptions at each grant date and as result we are likely to change our

valuation assumptions used to value stock based awards granted in future periods Changes to the input

assumptions could materially affect the estimated fair value of our share based payment awards

We performed sensitivity analysis of the impact of increasing and decreasing expected volatility by 10%
as well as the impact of increasing and decreasing the weighted average expected term by one year We
performed this analysis on the stock options granted in 2009 The following table shows the impact of these

changes on our stock option expense for the options grantedin 2009

Dollars in thousands 2009

Actual stock option expense for 2009 grants $6020
Stock option expense increase decrease under the following assumption changes

Volatility decreased by 10% 58.8% to 48.8% 920
Volatility increased by 10% 58 8% to 68 8% 694

Average expected term decreased by year 4.5 to 3.5 730
Average expected term increased by year 4.5 to 5.5 461

Income Taxes

We are subject to income tax laws of the United States its states and municipalities and those of the foreign

jurisdictions in which we operate Our income tax
expense totaled $35.2 million $52.2 million and $84.6 million

in 2009 2008 and 2007 respectively

Income taxes are accounted for using the asset and liability method Under this method deferred tax assets

and liabilities are recognized for the future tax consequences attributable to differences between the financial

statement carrying amounts of existing assets and liabilities and their respective tax-basis carrying amount

Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the

years in which those temporary differences are expected to be recovered or settled The effect on deferred tax

assets and liabilities of change in tax rates is recognized in income in the period that includes the enactment

date
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We consider our accounting policy relating to income taxes to be critical as the determination of current and

deferred income taxes is based on complex analyses of many factors including interpretation of federal state and

foreign income tax laws the difference between tax and financial reporting bases of assets and liabilities

temporary differences estimates of amounts due or owed the timing of reversals of temporary differences and

current financial accounting standards Actual results could differ significantly from the estimates due to tax law

interpretations used in determining the current and deferred income tax liabilities Additionally there can be no

assurances that estimates and interpretations used in determining income tax liabilities may not be challenged by

federal and state taxing authOrities

In establishing provision for income tax expense we must make judgments and interpretations about the

application of these inherently complex tax laws We must also make estimates about when in the future certain

items will affect taxable income in the various tax jurisdictions both domestic and foreign We evaluate our

uncertain tax positions in accordance with ASC 740 Income Taxes formerly known as FASB Interpretation

No 48 FIN 48 We believe that our unrecognized tax benefits including related interest and penalties are

adequate in relation to the potential for additional tax assessments

We are also subject to routine corporate tax audits by the various tax jurisdictions In the preparation of

income tax returns tax positions are taken based on interpretation of federal and state income tax laws as well as

foreign tax laws We review our uncertain tax positions quarterly and we may adjust these unrecognized tax

benefits in light of changing facts and circumstances such as the closing of tax audit or the refinement of an

estimate To the extent that the final tax outcome of these matters is different than the amounts recorded such

differences will impact income tax expense
in the period in which such determination is made

Recent Accounting Pronouncements

Please referto the discussion of our recent accounting pronouncements in Note 2Summary of Significant

Accounting Policies of the Notes to the Consolidated Financial Statements under Part II Item in this report

Correction of an Immaterial Error

During the second quarter
of 2009 we determined that we had incorrectly recognized certain gains and losses

on foreign exchange contracts in prior periods The cumulative pre-tax effect of the error was $6.2 million or $3.8

million after-tax and is considered to be immaterial to the prior periods However since the cumulative impact of

correcting this error would have been material to the results of the quarter ended June 30 2009 we applied the

guidance of ASC 250-10-S99-l and S99-2 formerly known as Staff Accounting Bulletin SAB 99 and SAB

108 This guidance requires that the prior financial statements be corrected even though such revisions were and

continue to be immaterial to the prior period financial statements As such the affected prior period results have

been revised as follows For the three months ended March 31 2009 net loss increased by $1.2 million or $0.04

per diluted common share for the year ended December 31 2008 net income was reduced by $2.3 million or

$0.07 per diluted common share and for the
year

ended December 31 2007 net income was reduced by $0.2

million or $0.01 per
diluted common share For further details please refer to Note 2Summary of Significant

Accounting Policies of the Notes to the Consolidated Financial Statements under Part II Item in this report

Results of Operations

Net Interest Income and Margin Fully Taxable Equivalent Basis

Net interest income is defined as the difference between interest earned primarily on loans investment

securities federal funds sold securities purchased under agreements to resell and other short-term investment

securities and interest paid on funding sources Net interest income is our principal source of revenue Net

interest margin is defined as the amount of annualized net interest income on fully taxable equivalent basis

expressed as percentage of average interest-earning assets Net interest income and net interest margin are

presented on fully taxable equivalent basis to consistently reflect income from taxable loans and securities and

tax-exempt securities based on the federal statutory tax rate of 35.0 percent
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Dollars in thousands

2009 Compared to 2008

Year Ended December 31
Increase Decrease Due to Change in

Volume Rate Total

Interest income

Federal funds sold securities purchased

under agreements to resell and other

short-term investment securities

Investment securities taxable

Investment securities non-taxable

Loans net of unearned income

Increase decrease in interest income

net

Interest expense

NOW deposits

Regular money market deposits

Bonus money market deposits

Money market deposits in foreign

offices

Time deposits

Sweep deposits

Total increase decrease in deposits

expense

Short-term borrowings

Zero-coupon convertible subordinated

notes

3.875% convertible senior notes

Junior subordinated debentures

Senior and subordinated notes

Other long-term debt

Total decrease increase in borrowings

expense

Increase decrease in interest expense

net

Increase decreasein net interest income

$16734 $19516

37336 14266

12 245
5174 33560

2418
3782

143

1054

1945

2570 16667 19237

5244
2837
2918

2289

161

774

_______ ________
5629

10644

10176

3614
10138

856
786

_______ ________
3570

14144 21436 7292

Analysis of Interest Changes Due to Volume and Rate Fully Taxable Equivalent Basis

Net interest income is affected by changes in the amount and mix of interest-earning assets and interest-

bearing liabilities referred to as volume change Net interest income is also affected by changes in yields

earned on interest-earning assets and rates paid on interest-bearing liabilities referred to as rate change

Changes in our prime-lending rate also impact the yields on our loans and to certain extent our interest-

bearing deposits The following table sets forth changes in interest income for each major category of interest-

earning assets and interest expense for each major category of interest-bearing liabilities The table also reflects

the amount of simultaneous changes attributable to both volume and rate changes for the years indicated For this

table changes that are not solely due to either volümŁ or rate are allocated in proportion to the percentage

changes in average volume and average rate

2008 Compared to 2007

Year Ended December 31
Increase Decrease Due to Change in

Volume Rate Total

2782 3708 8952
23070 3257 420

257 3046 128
28386 74263 71974

59232 67587 8355 77760 80634 2874

20
39

735

378

347
11476

73
1339
6293

53
1300
7028

123
1046
5216

51

4400

95

291

3694

44

291

706

97

159

255 161

1393 677

6260 5788

12183 14766 2583 11077 433
3186 3488 6674 770 9406

123

774

12293

1783

2418 2801 813
3905 10138

917 77 933
11239 7819 7033
3728 319 3251

9613 31433 21820 25221 21869 3352

$49619 $36154 13465 $52539 $58765 6226
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Net interest Income Fully Taxable Equivalent Basis

2009 compared to 2008

Net interest income increased by $13.5 million to $384.4 million in 2009 compared to $370.9 million in

2008 Overall we saw an increase in our net interest income primarily due to our growing interest-earning

investment portfolio as well as from lower interest expense due to the low interest rate environment which

lowered our costs on deposits and London Interbank Offered Rates LIBOR rates underlying interest rate

swap agreements for our long-term debt Although our cost of funding benefited from the low interest rate

environment the decline in interest rates earned on our loan portfolio decreased our net interest income

The main factors affecting interest income and interest expense for 2009 compared to 2008 are discussed

below

Interest income for 2009 decreased by $8.4 million due to

$28.4 million decrease in interest income on loans driven principally by 71 basis point

decrease in loan yields due primarily to the full year effect of decreases totaling 325 basis points

in our prime-lending rate during 2008 in response to certain Federal Fund rate decreases Our

average prime-lending rate was 4.00 percent
for 2009 compared to 5.13 percent for 2008 This

decrease was partially offset by higher income associated with an increase in average loan

balances of $66.6 million

$2.8 million decrease in interest income on short-term investments primarily driven by

decreases in Federal Fund rates in 2008 partially offset by $2.8 billion increase in average

balances

These decreases were partially offset by $22 million increase in interest income on mterest earrnng

investment securities primarily related to the growth in average balances of $943.8 million due to

purchases of U.S agency securities agency-issued collateralized mortgage obligations and agency-issued

mortgage-backed securities which were purchased with excess liquidity resulting from the growth in

deposits

Interest expense for 2009 decreased by $21.8 million primarily due to

decrease in interest expense of $12.6 million related to our ng-term debt primarily due to

lower LIBOR rates associated with interest rate swap agreements on our senior and subordinated

notes the maturity of $50 million in Federal Home Loan Bank FHLB advances in May 2009

and the prepayment of $50 million in FHLB advances in September 2009 originally due in

November 2009 These decreases were partially offset by the full year effect of our issuance of

$250 million in 3.875% convertible seniornotes 2008 Convertible Notes in April 2008 which

was used to redeem our $150 million zero-coupon
convertible subordinated notes 2003

Convertible Notes which matured in June 2008

decrease in interest expense related to our short-term borrowings of $6.7 million primarily due

to declining short-term market interest rates as well as decrease in average balances

outstanding Average short-term borrowings decreased by $258.8 million to $46.1 million for

2009 compared to $304.9 million for 2008 This decrease was due to the availability of excess

liquidity resulting from the growth in deposit balances

decrease in interest expense from interest-bearing deposits of $2.6 million primarily due to

decreases in deposit interest rates from declining market rates and our decision to lower rates in

the first third and fourth quarters of 2009 This decrease was partially offset by $1.6 billion
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increase in
average interest-bearing deposits driven by our clients preference for the security

provided by the FDIC and their desire to maintain short-term liquidity the continued low interest

rate environment and our efforts in late 2008 and early 2009 to migrate client sweep balances

from our off-balance sheet product to our on-balance sheet products

2008 compared to 2007

Net interest income decreased by $6.2 million to $370.9 million in 2008 compared to $377.1 million in

2007 Overall we saw decrease in our net interest income pnmanly due to declines in interest rates earned on

our short-term investments due to the lower interest rate environment as well as from an increase in interest

expense due to growth in our deposits and long-term debt These increases were partially offset by lower costs on

deposits and LIBOR rates underlying our long-term debt due to the lower interest rate environment

The main factors affecting interest income and interest expense for 2008 compared to 2007 are discussed

below

Interest income for 2008 decreased by $2.9 million primarily due to

$5.2 million decrease in interest income on short-term investments primarily driven by

declining short-term market interest rates in late 2007 and throughout 2008

This decrease was partially offset by $2.3 million increase in interest income from our loan portfolio

driven principally by an increase in
average loans of $1.1 billion This grOwth was driven primarily by

increased loan growth from all client industry segments with particularly strong growth in loans to

software clients venture capital funds for capital calls life science clients and lOans to certain

high-net-worth individuals The impact of increased loan balances was partially offset by 241 basis point

decrease in loan yields due primarily to decreases totaling 325 basis points in our prime-lending rate during

2008 in response to certain Federal Fund rate decreases as well as the full year effect of decreases totaling

100 basis points during the latter half of 2007 While the Federal Reserve cut rates by 400 basis points in

2008 our net interest margin decreased by only 147 basis points Our average prime-lending rate was

5.13 percent in 2008 compared to 8.05 percent in 2007 Our prime-lending rate at December 31 2008 was

4.00 percent compared to 7.25 percent at December 31 2007

Interest expense for 2008 increased by $3.4 million primarily due to

An increase in interest expense of $10 million from all interest beanng deposits pnmarily due

to an $851.3 million or 77.5 percent increase in average interest-bearing deposits as result of

our focus on growing on-balance sheet deposits This increase was driven by growth from all our

interest-bearing deposit products with particularly strong growth from our money market deposit

product for early stage clients introduced in May 2007 and our sweep deposit product introduced

in late October 2007 both of which we introduced to provide funding for our loan growth In

2008 the
average balance of our early stage money market deposit product was $486.4 million

and interest expense was $7.6 million compared to $118.7 million and $4.1 million respectively

for 2007 The
average balance of our sweep deposit product in 200 was $375.6 million and

interest expense was $5.9 million compared to $8.3 million and $0.3 million respectively in

407

An increase of $2.9 million from long-term debt primarily due to an increase in
average long-

term debt balances partially offset by decrease in
average interest rates Average long-term debt

increased by $316.1 million to $980.7 million in 2008 compared to $664.6 million in 2007 due to

the full
year effect of ourissuance of $500 million in senior and subordinated notes in May 2007
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and due to the issuance of our 2008 Convertible Notes in April 2008 Average interest rates on

long-term debt decreased due to lower LIBOR rates underlying our senior and subordinated notes

as well as our junior subordinated debt

These increases were partially offset by $10.2 million decrease in interest expense from short-term

borrowings primarily due to declining short-term market interest rates Our average cost of short-term

borrowings decreased to 2.21 percent in 2008 compared to 5.29 percent in 2007

Net Interest Margin Fully Taxable Equivalent Basis

Our net interest margin was 3.73 percent in 2009 compared to 5.72 percent in 2008 and 7.19 percent
in

2007 The decrease in net interest margin in 2009 was primanly due to decreases in yields on our loan portfolio

resulting from the full year
effect of reductions in our prime-lending rate which we lowered in response to

certain Federal Reserve rate cuts throughout 2008 Additionally consistent with our liquidity and investment

strategies we invested excess liquidity resulting from our continued growth in deposits in overnight cash with

th Federal Reserve earning 25 basis points throughout 2009 These declines in our net interest margin were

partially offset by decrease in interest expense from borrowings due to declining market rates

The decrease in net interest margin in 2008 was primarily due to decreases in yields on our loan portfolio

resulting from reductions in our prime-lending rate which we lowered in response to certain Federal Reserve rate

cuts in late 2007 and throughout 2008 Although the Federal Reserve cut rates by 400 basis points in 2008 our

net interest margin decreased by only 147 basis points The decrease in net interest margin in 2008 was also

attributable to increases in rates paid on deposits due primarily to our two interest-bearing deposit products

introduced in 2007 partially offset by decreases in rates paid on our short-term borrowings and interest rate swap

agreements on selective long-term debt
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Average Balances Yields and Rates Paid Fully Taxable Equivalent Basis

The average yield earned on interest-earning assets is the amount of annualized fully taxable equivalent

interest income expressed as percentage of average interest-earning assets The average rate paid on funding

sources is the amount of annualized interest
expense expressed as percentage of average funding sources The

following table sets forth average assets liabilities noncontrolling interests and stockholders equity interest

income interest expense annualized yields and rates and the composition of our annualized net interest margin

in 2009 2008 and 2007

Year ended December 31

Funding sources

Interest-bearing liabilities

NOW deposits 42022 160

Regular money market deposits 149696 748

Bonus money market deposits 1034152 5404

Money market deposits in foreign offices 62440 416

Time deposits 355602 2445

Sweep deposits 1860899 12173

Total interest-bearing deposits 3504811 21346
Short-term borrowings 46133 72

Zero-coupon convertible subordinated

notes

3.875% convertible senior notes 245756 14043
Junior subordinated debentures 55948 3465
Senior and subordinated notes 560398 9166
Other long-term debt 61752 984

Total interest-bearing liabilities 4474798 49076
Portion of noninterest-bearing funding

sources 5840411

Total funding sources 10315209 49076

Noninterest-bearing funding sources

Demand deposits 5289288
Other liabilities 179795
Discount on zero-coupon convertible

subordinated notes

SVBFG Stockholders equity 1063175

Noncontrolling interests 319285
Portion used to fund interest-earning assets 5840411

Total liabilities and total equity $11326341

Net interest income and margin

Total deposits 8794099

Reconciliation to reported net interest income

Adjustment for tax-equivalent basis

3243922

0.47 6478929 70896

2946907

221348

503

720851

293687

3243922

7418303

4896324

4.73

6.34

7.86

6.82

1310595 61303 4.68

53866 3637 6.75

3522326 361903 10.27

5244460 444659 8.48

275907

43654
12576

530685

6019974

35020 138 0.39%

152550 1796 1.18

577977 8003 1.38

324250 3064 0.94

8310 284 3.42

1098107 13285 1.21

320129 16922 5.29

147870 6032 4.08

50894 3404 6.69

313148 19619 6.27

152669 8282 5.42

2082817 67544 3.24

2864153

191466

1007

669190

211341

3161643

6019974

3962260

$377115 7.19%

Dollars in thousands

2009 2008

Interest Interest Interest

Average Income Yield Average Incomel Yield Average Income Yield
Balance Expense Rate Balance Expense Rate Balance Expense Rate

2007

Interest-earning assets

Federal funds sold securities purchased under

agreements to resell and other short-term

investment securities 3333182 9790 0.29%.$ 507365 12572
Investment securities

Taxable 2179181 81536 3.74 1235179 58466
Non-taxable 103150 6298 6.11 103337 6555

Total loans net of unearned income 4699696 335806 7.1.5 4633048 364192

Total interest-earning assets 10315209 433430 4.20 6478929 441785

Cash and due from banks 238911 279520
Allowance for loan losses 107512 54982
Goodwill 1000 4092
Other assets 878733 710744

Total assets $11326341 7418303

2.48% 357673 17816 4.98%

0.38%

0.50

0.52

0.67

0.69

0.65

0.61

0.16

5.71

6.19

1.64

1.59

1.10

46339 233

152568 2087

969421 11697

11570 161

393963 3838

375556 5913

1949417 23929

304896 6746

69978 2418

179538 10138

53093 2548

531523 20405

146562 4712

3235007 70896

0.50%

1.37

1.21

1.39

0.97

1.57

1.23

2.21

3.46

5.65

4.80

3.84

3.22

2.19

3161643

1.10 5244460 67544 1.29

Net interest income as reported

$384354 3.73% $370889 5.72%

2204

$382150

2294

$368595

1273

$375842
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Dollars in thousands except ratios

Allowance for loan losses beginning balance

Provision for loan losses

Gross loan charge-offs

Loan recoveries _________ _________ _________

Allowance for loan losses ending balance
_________ _________

Provision as percentage of period-end total gross
loans

Gross loan charge-offs as percentage of average
total gross loans

Net loan charge-offs as percentage of average
total gross loans

Allowance for loan losses as percentage
of period-end total gross

loans

Period-end total gross loans

Average total gross loans

Our provision for loan losses decreased by $10.5 million to

$100.7 million in 2008

Gross loan charge-offs of $143.6 million in 2009 came primarily from our hardware software and life

science client portfolios Gross loan charge-offs included $56.4 million of loans that were previously classified as

nonperforming loans

Loan recoveries of $18.4 million in 2009 were primarily due to partial recovery
of $11.4 million from

loan within our hardware industry portfolio that was charged-off in the first quarter of 2009 The remaining

recoveries of $7.0 million were primarily from our life science software and hardware client portfolios

Our allowance for loan losses decreased from $107.4 million at December 31 2008 to $72.5 million at

December 31 2009 The decrease in allowance for loan losses is reflective of continuing improvement in credit

Provision for Loan Losses

Includes average interest-earning deposits in other financial institutions of $176.5 million $99.1 million and

$52.9 million in 2009 2008 and 2007 respectively For 2009 and 2008 balances also include $3.1 billion

and $79.1 million respectively deposited at the Federal Reserve Bank earning interest at the Federal Funds

target rate

Yields on interest-earning investment securities do not give effect to changes in fair value that are reflected

in other comprehensive income

Interest income on non-taxable investment securities is presented on fully taxable equivalent basis using

the federal statutory tax rate of 35.0 percent for all years presented

Nonaccrual loans are reflected in the average balances of loans

Average investment securities of $505.5 million $380.8 million and $250.8 million in 2009 2008 and 2007

respectively were classified as other assets as they were noninterest-earning assets These investments

primarily consisted of non-marketable securitiçs

Our provision for loan losses is based on our evaluation of the adequacy of the existing allowance for loan

losses in relation to total gross loans and on our penodic assessment of the inherent and identified nsk dynamics

of the loan portfolio resulting from reviews of selected individual loans For more detailed discussion of credit

quality and the allowance for loan losses see Management Discussion and Analysis of Financial Condition

and Results of OperationsCntical Accounting Policies and Estimates and Consolidated Financial

ConditionCredit Quality and the Allowance for Loan Losses under Part IT Item in this report The

following tablesummarizes our provision for loan losses for 2009 2008 and 2007 respectively

Year ended December 31

_______________________________
2009 2008 2007

107396 47293 42747

90180 100713 16836

143570 47815 19378

18444 7205 7088

72450 107396 47293

1.97% 1.81% 0.40%

3.03 1.02 0.55

2.64 0.87 0.35

1.58

$4582966

4739210

1.93 1.13

$5551636 $4178098

4666025 3547333

$90.2 million in 2009 compared to
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quality trends in our loan portfolio since the second quarter of 2009 as indicated by several factors including the

following

52.7 percent decrease in nonperforming loans from peak of $111.5 million at June 30 2009 to

$52.7 million at December 31 2009

25 percent decrease in classified loans from the second quarter of 2009 to the fourth quarter of 2009

majority of the net charge-offs were from nonperforming loans for which they had previously been

specifically reserved For 2009 we identified specific reserves of $51 million and recorded related net

charge-offs of $53 million Other net charge-offs were concentrated in our early-stage portfolio with

small amount of charge-offs coming from our private client services portfolio

In July 2009 an independent asset management firm announced that it had closed its transaction with

HRJ Capital HRJ to assume the management of HRJs private equity and real estate funds of funds

The transaction included the restructuring of the debt obligations owed to us by HRJ and its affiliates

The finalization of this transaction had favorable impact on our overall allowance for loan losses and

nonperforming loans in the third quarter of 2009

Additionally while loans greater than $10 million represented significant source of loan losses in 2009

the size of loans added to the classified portfolio dunng the latter half of 2009 were less than $10 million with the

largest addition being $8 million and the largest addition to nonperforming loans in the fourth quarter of 2009

was $1 million Our overall percentage of allowance for loan losses decreased from high of 26 percent at

June 30 2009 to 58 percent at December 31 2009 due pnmanly to the resolution of the large nonperforming

loans and because additions to nonperformrng loans have been smaller in size which is trend we expect to

continue into 2010

As such we believe that our current allowance for loan losses of $72.5 million 1.58 percent of total gross

loans is adequate and indicative of ongoing levels of future net charge offs The following table provides

summary of our credit quality information

Year ended December 31

Dollars in thousands except ratios 2009 2008 2007

Allowance for loan losses as percentage of total gross loans 1.58% 1.93% 1.13%

Allowance for loan losses for performing loans as percentage of total

gross performing loans 1.40 1.49 1.10

Allowance for loan losses for nonperforming loans as percentage of

total gross nonperfonning loans 16.83 29.70 18.22

Allowance for loan losses 72450 107396 47293
Allowance for loan losses for performing loans 63582 81485 45902
Allowance for loan losses for nonperforming loans 8868 25911 1391

Total gross performing loans 4530283 5464387 4170464
Total gross nonperforming loans 52683 87249 7634
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Noninterest Income

Year ended December 31

Change Change

Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Foreign exchange fees 30735 33106 7.2% 25750 28.6%

Deposit service charges 27663 24110 14.7 15554 55.0

Clientinvestmentfees 21699 50498 57.0 51794 2.5

Letters of credit and standby letters of credit income 10333 12006 13.9 11115 8.0

Credit card fees 9314 6225 49.6 5802 7.3

Corporate finance fees 3640 100.0 14199 74.4

Losses gains on derivative instruments net 753 18505 104.1 23935 22.7

Losses gains on investment securities net 31209 14777 111.2 46724 131.6

Other 29961 19052 57.3 26096 27.0

Total noninterest income 97743 $152365 35.8 $220969 31.0

Included in net income is income and expense attributable to noncontrolling interests We recognize as part

of our investment funds management business through SVB Capital and Sponsored Funds and Strategic

Investments the entire income or loss from funds where we own significantly less than 100% We also

recognize as part of our equity valuation business through SVB Analytics the results of eProsper of which we

own 65% We are required under GAAP to consOlidate 100% of the results of entities that we are deemed to

control even though we may own less than 100% of such entities The relevant amounts attributable to investors

other than us are reflected under Net Loss Income Attributable to Noncontrolling Interests on our statements

of income The non-GAAP tables presented below for noninterst income and net gains losses on investment

securities all exclude noncontrolling interests We believe these non-GAAP financial measures when taken

together with the corresponding GAAP financial measures provide meaningful supplemental information

regarding our performance by excluding certain items that represent income attributable to investors other than

us and our subsidianes Our management uses and believes that investors benefit from refemng to these

non GAAP financial measures in assessing our operating results and when planning forecasting and analyzing

future periods However these non-GAAP financial measures should be considered in addition to not as

substitute for or preferable to financial measures prepared in accordance with GAAP

The following table provides summary of non-GAAP noninterest income net of noncontrolling interests

Year ended Tecember 31

Non-GAAP noninterest income net of noncontroHing interests Change Change

Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

GAAP noninterest income 97 743 $152 365 35 8% $220 969 31 0%
Less losses income attributable to noncontrolling

interests including carried interest 24901 8494 193.2 37981 122.4

Non-GAAP noninterest income net of noncontrolling

interests $122644 $160859 23.8 $182988 12.1

Foreign Exchange Fees

Foreign exchange fees represent the income differential between purchases and sales of foreign currency on

behalf of our clients Foreign exchange fees were $30.7 million in 2009 compared to $33.1 million in 2008 and

$25.8 million in 2007 The decrease in foreign exchange fees in 2009 was primarily due to lower commissioned

notional volumes which decreased to $5.0 billion in 2009 compared to $6.1 billion in 2008 The decrease in

commissioned notional volumes was partially offset by higher commission rates as higher portion of that

volume came from trades with notional amounts less than $1 million in 2009 which carry comparatively higher

commission rates
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The increase in foreign exchange fees in 2008 was primarily due to increased client trading activity While

commissioned notional volumes remained stable at $6.1 billion in both 2008 and 2007 substantially higher

proportion of that volume came from trades with notional amounts less than $1 million in 2008 which carry

comparatively higher commission rates

Deposit Service Charges

Deposit service charges were $27 million in 2009 compared to $24 million in 2008 and $15 million in

2007 The increases were primarily attributable to decreases in the credit received by clients due to decreases in

short-term market interest rates in 2008

Client Investment Fees

We offer variety of investment products on which we earn fees These products include money market

mutual funds overnight repurchase agreements and fixed income securities available through client directed

accounts offered through SVB Securities our broker dealer subsidiary and fixed income management services

offered through SVB Asset Management our investment advisory subsidiary

Chent investment fees were $21 million in 2009 compared to $50 million in 200S and $51 million in

2007 The decrease in 2009 was primarily attributable to lower margins earned on certain products owing to

historically low rates in the short-term fixed income markets as well as decrease in average client investment

funds During the iater half of the fourth quarter of 2008 we discontinued offering third party off-balance

sheet sweep product primarily due to our decision to utilize our own on-balance sheet sweep product The

following table summarizes average client investment funds for 2009 2008 and 2007

Year ended December 31

Change Change
Dollars in millions 2009 2008 2009/2008 2007 2008/2007

Client directed investment assets $10 879 $12 800 15 0% $12 356 6%

Client investment assets under management 659 217 5651 10

Sweep money market funds 56 573 97 2427 60

Total average client investment funds $16594 $21590 23.1 $20434 5.7

Mutual funds and Repurchase Agreement Program assets

Client investment funds are maintained at third party financial institutions

Period end total client investment funds were $15 billion at December 31 2009 compared to $18 billion

at December 31 2008 and $22.2 billion at December 31 2007

Credit Card Fees

Credit card fees were $9 million in 2009 compared to $6 million in 2008 and $5 million in 2007 The

increase in 2009 was primarily due to the transfer of management and processing of our credit card portfolio

in-house from third-party servicer in the first quarter of 2009 as we began to process our credit card business

in-house Refer to Note 18Off-Balance Sheet Arrangements Guarantees and Other Commitments of the

Notes to the Consolidated Financial Statements under Part II Item in this report for further details

Corporate Finance Fees

There were no corporate finance fees in 2009 compared to $3.6 million in 2008 and $14.2 million in 2007

We decided to cease operations at SVB Alliant in July 2007 The $3.6 million iw fees in 2008 represented the

completion of all remaining client transactions at SVB Alliant as of March 31 2008

56



Losses Gains on Derivative Instruments Net

summary of losses gains on denvative instruments net for 2009 2008 and 2007 is as follows

Year ended December 31

Change Change

Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Losses gains on foreign exchange forward contracts net

Gains on client foreign exchange forward contracts net

1730 4233 59.1% 1156 NM%
Losses gains on internal foreign exchange forward

contracts net 2258 5185 143.5 198 NM

Total losses gains on foreign exchange forward contracts

net 528 9418 105.6 958 NM
Change in fair value of interest rate swap 170 1856 90.8 499 NM
Gains on covered call options net 402 100.0 100.0

Equity warrant assets

Gains on exercise net 933 7188 87.0 18690 61.5

Change in fair value

Cancellations and expirations 4515 2574 75.4 2643 2.6

Other changes in fair value 3527 5927 40.5 7429 20.2

Total net losses gains on equity warrant assets 55 10 541 100 23 476 55

Total losses gains on denvative instruments net 753 $18 505 104 $23 935 22

NM- Not meaningful

Represents the net gains for foreign exchange forward contracts executed on behalf of clients

Represents the change in the fair value of foreign exchange forward contracts used to economically reduce

our foreign exchange exposure
risk related to certain foreign currency denominated loans Revaluations of

foreign currency
denominated loans are recorded on the line item Other as part of noninterest income

component of consolidated net incpme

Represents the change in the fair value hedge of the junior subordinated debentures In December 2008 our

counterparty called this swap for settlement in January 2009 As result the swap was terminated and no

longer designated as hedging instrument

Represents net gains on covered call options by one of our sponsored debt funds

At December 31 2009 we held warrants in 1225 companies compared to 1307 companies at

December 31 2008 and 1179 companies at December 31 2007

Includes net losses gains on equity warrant assets held by consolidated investment affiliates Relevant

amounts attributable to noncontrolling interests are reflected in the consolidated statements of income under

the caption Net Loss Income Attributable to Noncontrolling Interests

Losses on derivative instruments net were $0.8 million in 2009 compared to net gains of $18.5 million in

2008 and net gains of $23 million in 2007 The decrease of $19 million in 2009 was pnmanly due to the

following

Net losses from foreign exchange forward contracts hedging our foreign currency denominated loans of

$23 million for 2009 compared to net gains of $5.2 million for 2008 The change was primarily due to

the weakening of the U.S dollar in 2009 against the Pound Sterling compared to the strengthening of

the dollar against the Pound Sterling in 2008 Net losses from foreign exchange forward contracts

hedging our foreign currency denominated loans of $2.3 million were used to partially offset net gains

of $1.9 million from revaluation of our foreign currency denominated loans which are included in

other noninterest income
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Net gains from the exercise of certain warrant positions of $0.9 million in 2009 compared to net gains

of $7.2 million in 2008 The decrease primarily reflects the impact of slowing MA and IPO markets

in late 2008 and throughout 2009 due to the economic environment In addition during 2008 we

recognized gain of $3.9 million from the sale of one warrant position

Net losses from warrant cancellations and expirations of $4.5 million in 2009 compared to net losses

of $2.6 million in 2008 The increase in warrant cancellations and expirations in 2009 is reflective of

the downturn in the overall economy

The decrease of $5.4 million in 2008 was primarily due to the following

Net gains from the exercise of certain warrants of $7.2 million in 2008 compared to net gains of $18.7

million in 2007 The decrease primarily reflected the impact of slowing MA and IPO markets in late

2008 due to the economic environment

Net gains from foreign exchange forward contracts hedging our foreign currency
denominated loans of

$5 million for 2008 compared to net losses of $0 million for 2007 The change was pnmarily due

to the strengthening of the dollar against the Pound Sterling in 2008 Net
gains

from foreign exchange

forward contracts hedging our foreign currency
denominated lOans of $5.2 million were used to

partially offset net losses of $7 million from revaluation of our foreign currency
denominated loans

which are included in other noninterest income

Losses Gains on Investnint Securities Net

We expenence variability in the performance of our pnvate equity and venture capital investments from

quarter to quarter due to number of factors including changes in the values of our investments changes in the

amount of distributions or liquidity events and general economic and market conditions Such variability may

lead to volatility in the losses gains on investment securities and cause our results for particular period not to

be indicative of our performance in future period The valuation of our investments were affected by more

challenging venture capital environment significant slowdown of MA activities and IPOs among our

portfolio companies in 2008 and 2009 The net losses in 2009 were primarily due to lower valuations of private

companies as result of the overall impact of lower than expected operating results and lower comparative

valuations from other private companies reflective Of the current economic slowdown throughout the venture

capitallprivate equity community As result we saw more unrealized losses in 2009 compared to 2008 and

2008 compared to 2007 In addition we experienced realized losses in our other investments in 2009 due to

impairment losses primarily from our private equity fund investments due principally to sustained valuation

decreases in underlying portfolio companies For 2008 realized losses in our other investments were due to

sales of our marketable equity securities which are publicly traded shares acquired upon exercise of equity

warrant assets

The following tables provide summary of net losses gains on investment securities for 2009 2008 and

2007

Year ended December 312009

Managed Managed
Co-Investment Funds Of

Dollars in thousands Funds Funds Debt Funds Other Total

Unrealized gains losses 2327 $37730 $2334 205 $32864
Realized losses gains 4794 8836 2156 4543 1655

Total losses gains on investment secunties net $2 467 $28 894 $4 490 $4 338 $31 209

Less losses income attributable to noncontrolling

interests including carried interest 2938 24569 869 26638

Non-GAAP net gains losses on investment

securities net of noncontrolling interests 471 4325 $3621 $4338 4571
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Dollars in thousands

Unrealized gains losses

Realized gains losses

Total gains losses on investment securities net

Less income losses attributable to noncontrolling

interests including carried interest

Non-GAAP net gains losses on investment

secunties net of noncontrolhng interests

Year ended December 312007

NM- Not meaningful

Includes income from SVB Analytics and its subsidiary eProsper

Other noninterest income was $30.0 million in 2009 compared to $19.1 million in 2008 and $26.1 million

in 2007 The increase of $10.9 million in 2009 was primarily due to net gains on revaluation of foreign currency

loans of $1.9 million in 2009 compared to net losses of $7.6 million in 2008 The change was primarily due to

the weakening of the U.S dollar in 2009 against the Pound Sterling compared to the strengthening of the U.S

dollar against the Pound Sterling in 2008 Net gains from revaluation of foreign currency
denominated loans of

$1.9 million in 2009 were partially offset by net losses from foreign exchange forward contracts of $2.3 million

which are included in net losses gains on derivative instruments

Managed
Co-Investment

Funds

$1527

1136

$2663

Year ended December 312008

Managed
Funds Of

Funds Debt Funds Other

$13080 $8968 93
7342 1158 3799

5738 $7810 $3892

6227 4885
_______

2183

Total

$20614
5837

$14777

Dollars in thousands

8929

480 489 $2925 $3892 5848

Managed
Co-Investment

Funds

1861

2025

164

129

Managed
Funds Of

Funds

$10412

19730

$30142

Unrealized gains losses

Realized losses gains

Total losses gains on investment securities net

Less losses income attributable to noncontrolling

interests including carried interest

Non-GAAP net losses gains on investment securities

net of noncontrolling interests

Other Noninterest Income

Debt Funds

$10800

4324

$15124

Other

1622

$1622

Total

$23073

23651

$46724

26807 8771 35449

35 3335 6353 $1622 $11275

summary of other noninterest income for 2009 2008 and 2007 is as follows

Year ended December 31

Change Change

Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Fund management fees $10328 8547 20.8% 8583 0.4%

Service-based fee income 7554 8686 13.0 5356 62.2

Gains losses on foreign currency
loans revaluation

net 1945 7567 125.7 1905 NM
Other 10134 9386 8.0 10252 8.4

Total other noninterest income $29961 $19052 57.3 $26096 27.0
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The decrease of $7.0 million in 2008 compared to 2007 was primarily due to net losses on revaluation of

foreign currency loans of $7 million in 2008 compared to net gains
of $1 million in 2007 The change was

primarily due to the strengthening of the U.S dollar in 2008 against the Pounds Sterling Net losses from

revaluation of foreign currency denominated loans of $7 million in 2008 were partially offset by net gains from

foreign exchange forward contracts of $5.2 million which are included in net losses gains on derivative

instruments This decrease was partially offset by $3 million increase in service based fee income primarily

due to increased activities from SVB Analytics SVB Analytics revenues increased by $3 million to $6

million in 2008 compared to $3.1 million in 2007 primarily as result of an increase in the number of clients

from 408 in 2007 to 834 in 2008

Fund management fees were $10 million in 2009 compared to $8 million in 2008 and $8 million in

2007 The increase in 2009 was primarily due to fees associated with new fund in the SVB Strategic Investors

Fund family which was established and funded in the fourth quarter of 2008 and the first quarter of 2009

Typically fund of funds is formed through multiple closing transactions in which limited partners enter into

investment commitments

Noninterest Expense

Year ended December 31

Change Change
Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Compensationandbenefits $189631 $177315 69% $213892 171%
Professional services 46540 39480 17.9 32905 20.0

Premises and equipment 23270 22183 4.9 19756 12.3

Ntoccupancy 17888 17307 34 20829 169
FDIC assessments 17035 3451 NM 708 NM
Business development and travel 14014 15406 9.0 12263 25.6

Correspondent bank fees 8040 6628 21.3 5713 16.0

Impairment of goodwill 4092 100.0 17204 100.0
Loss from cash settlement of conversion premium of

zero-coupon convertible subordinated notes 3858 100.0

Reduction 00 provision for unfunded credit

commitments 1367 1252 NM 1207 NM
Other 24723 26007 4.9 24406 6.6

Total noninterest expense $343866 $312887 9.9 $346469 9.7

NM- Not meaningful
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We use and report non-GAAP noninterest expense and non-GAAP operating efficiency ratio which

excludes noncontrolling interests impairment of goodwill and the loss from cash settlement of conversion

premium of our 2003 Convertible Notes We believe these non-GAAP financial measures when taken together

with the corresponding GAAP financial measures provide meaningful supplemental information regarding our

performance by excluding certain items that represent expense attributable to investors other than us and our

subsidiaries or certain items that do not occur every reporting period or ii providing additional information

used by management that is not otherwise required by GAAP or other applicable requirement Our management

uses and believes that investors benefit from referring to these non-GAAP financial measures in assessing our

operating results and when planning forecasting and analyzing future periods However these non-GAAP

financial measures shoUld be considered in addition to not as substitute for or preferable to financial measures

prepared
in accordance with GAAP The table below provides summary of non-GAAP noninterest expense and

non-GAAP operating efficiency ratio both net of noncontrolling interests

Non-GAAP noninterest expense net of noncontrolling interests

Dollars in thousands except ratios
_________ _________ _________

2009 2008
________ ________ ________

GAAP noninterest expense $343866 $312887

Less amounts attributable to noncontrolling

interests
12451

Less loss from cash settlement of conversion

premium of zero-coupon convertible subordinated

notes
3858 100.0

Less impairment of goodwill
4092 100.0 _______

Non GAAP noninterest expense net of noncontrolhng

interests
$327 323 $297 914

________

GAAP taxable equivalent net interest income $384354 $370889 3.6

Less losses income attributable to noncontrolling

interests 18 470
________

Non-GAAP taxable equivalent net interest income net

of noncontrolling interests 384372 370419

Non GAAP noninterest income net of noncontrolling

interests 122644 160859 ________

Non-GAAP taxable equivalent revenue net of

noncontrolling interests $507016 $531278
________

Non-GAAP operating efficiency ratio 64.56% 56.07% _______

Compensation and Benefits

Compensation and benefits expense was $189.6 million in 2009 compared to $177.3 million in 2008 and

$213.9 million in 2007 The increase in compensation and benefits expense of $12.3 million in 2009 was largely

due to an increase of $5.3 million in salaries and wages expense primarily related to an increase in the average

number of full-time equivalent FTE personnel which increased to 1259 in 2009 compared to 1210 in 2008

and 1145 in 2007 The increase in average FTE was attributable to increases in sales and advisory positions to

support our global commercial bank operations

The decrease in compensation and benefits expense of $36.6 million in 2008 was largely due to decrease

in performance-based incentive expenses
related to our Incentive Compensation Plan and Employee Stock

Ownership Plan ESOP as result of actual 2008 annual financial results being below our expectations

These decreases were partially
offset by an increase in salaries and wages expense primarily related to an

increase in the average
number of FTE

Year ended December 31

Change
2009/2008 2007

9.9% $346469

11115 12.0 10681

Change
2008/2007

9.7%

100.0

6.5

1.7

63.7

1.4

12.1

17204

$318584

$377115

1296103.8

3.8 375819

23.8 182988

4.6 $558807 4.9

15.1 57.01% 1.6
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Our variable compensation plans primarily consist of the Incentive Compensation Plans Direct Drive

Incentive Compensation Plan Direct Drive SVB Financial Group 40 1k Plan ESOP Retention Program and
Warrant Incentive Plan Total costs incurred under the above plans were $32.7 million iii 2009 compared to

$31.5 million in 2008 and $67.4 million in 2007 The decrease of $35.9 million in 2008 was primarily related to

$28.5 million decrease in our incentive compensation expense and $7.3 million decrease in our ESOP expense

Professional Services

Professional services expense was $46.5 million in 2009 compared to $39.5 million in 2008 and
$32.9 million in 2007 The increase of $7.0 million in 2009 was primarily due to consulting fees related to certain

infrastructure projects and legal fees related to loan workQut The increase of $6.6 million in 2008 from 2007
was primarily due to consulting fees relatedto certain infrastructure projects

Net Occupancy

Net occupancy expense was $17.9 million in 2009 compared to $17.3 million in 2008 and $20.8 million in

2007 The decrease of $3.5 million in 2008 was primarily due $1.7 million of lease exit costs recognized in 2007
as we exited three domestic offices in move to improve synergy and efficiency across business units as well as
increased amortization of leasehold improvements in 2007 due to change in the remaining lease term of certain

domestic leases

FDIC Assessments

FDIC assessments were $17.0 million in 2009 compared to $3.5 million in 2008 and $0.7 million in 2007
The increase of $13.5 million in 2009 was primarily due to special assessment fee of $5.0 million mandated for
all banks by the FDIC an increase in average deposit balances and an increase in FDIC assessment rates The
increase of $2.8 million in 2008 from 2007 was primarily due to an increase in average deposit balances and an
increase in FDIC assessment rates

Business Development and Travel Expense

Business development and travel expense was $14.0 million in 2009 compared to $15.4 million in 2008 and
$12 million in 2007 The increase of $3 million in 2008 was pnmanly attnbutable to our increased focus on
global initiatives

Impairment of Goodwill

We review goodwill for possible impairment on an annual basis and we also monitor for any impairment
triggering events quarterly As such as part of our quarterly review of goodwill during the first quarter of 2009
we noted an impairment resulting from change in our outlook for eProspers future financial performance As
result we recognized non-cash non-tax deductible charge of $4.1 million relating to the impairment of goodwill
in the first quarter of 2009 There is no remaining goodwill on our balance sheet as of December 31 2009

In connection with our annual assessment of goodwill of SVB Alliant in the second quarter of 2007 we
recognizedimpairment charges of $17.2 million The impairment resulted from changes in our outlook for SVB
Alliants future financial performance After completion of remaining client transactions all operations at SVB
Alliant were ceased as of March 31 2008

Loss from Cash Settlement of Conversion Premium of Zero-Coupon Convertible Subordinated Notes

During the three months ended June 30 2008 but prior to the
maturity date of our 2003 Convertible Notes

we received conversion notice to convert notes in the total principal amount of $7.8 million Consistent with

prior early conversions we elected to settle the conversion fully in cash and paid total of $11.6 million in cash
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which included $3.9 million representing the conversion premium value of the converted notes Accordingly we

recorded non-tax deductible loss of $3.9 million as noninterest expense In connection with this early

conversion settlement payment we exercised call options pursuant to our call spread arrangement and received

corresponding cash payment of $3 million from the counterparty which was recorded as an increase in SVB

Financial stockholders equity of $3 million As result the $3 rnilhon in noninterest expense we recorded

due to this early conversion settlement had no net impact on our total equity

Reduction of Provision for Unfunded Credit Commitments

We calculate the reduction of provision for unfunded credit commitments based on the credit

commitments outstanding as well.as the credit quality of our loan commitments We recorded reduction in the

provision of $1.4 million in 2009 compared to provision of $1.3 million in 2008 and reduction in the provision

of $1.2 million in 2007 The reduction in provision in 2009 was primarily reflective of decrease in the balance

of our unfunded credit commitments due to expirations and reductions in credit lines to certain clients as well as

lower utilization of commitments by borrowers partially offset by an increase in historical loan loss factors

applied to our unfunded portfolio Total unfunded credit commitments were $5.3 billion at December 31 2009

compared to $5.6 billion at December 31 2008

The provision in 2008 was primarily reflective of the expected impact from the continuing deterioration in

overall economic conditions The reduction in the provision in 2007 was primarily result of the positive impact

of the decrease in our allowance for loan losses as percentage of gross loans which decreased by nine basis

points from 1.22 percent of total gross loans at December 31 2006 to 1.13 percent at December 31 2007 This

positive impact was partially offset by an increase in our total unfunded credit commitments which increased by

$880.2 million to $4.9 billion at December 31 2007 compared to $4.1 billion at December 31 2006

Other Noninterest Expense

summary of other noninterest expense
for 2009 2008 and 2007 is as follows

Year ended December 31

Change Change

Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Tax credit fund amortization 614 853 19 8% 173 21 4%

Telephone 4202 5276 20.4 5404 2.4

Data processing services 3025 4235 28.6 3841 10.3

Postage and supplies 2985 3939 24.2 3814 3.3

Other 897 704 13 174

Total other noninterest expense $24723 $26007 4.9 $24406 6.6
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Net Loss Income attributable to Noncontrolling Interests

Net loss income attnbutable to noncontrolling interests is primanly related to the noncontrolling interest

holders portion of investment gains or losses and management fees in our managed funds Net interest income

attnbutable to noncontrolhng interests represent interest earned on loans held by one of our sponsored debt

funds Nomnterest income consists of investment gains and losses from our consolidated funds and gains or

losses recognized from the exercise of warrants held by one of our sponsored debt funds Noninterest expense is

primarily related to management fees paid by our managed funds to the Company as the general partner and one

of our consolidated sponsored debt funds for funds management summary of net loss income attributable to

noncontrolling interests for 2009 2008 and 2007 is as follows

Year ended December 31

Change Change
Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Net interest loss income 18 470 103.8% 1296 63.7%
Noninterest loss income 26278 6631 NM 35504 118.7
Noninterest

expense 12451 11115 12.0 10681 4.1

Carried interest 1377 1863 173.9 2477 175.2

Net loss income attributable to noncontrolling

interests $37 370 $19 139 95 $28 596 166

NM- Not meaningful

Represents noncontrolling interests share in net interest income noninterest income and noninterest

expense

Represents the change in the preferred allocation of income we earn as general partners managing two of

our managed funds of funds and the preferred allocation earned by the general partner entity managing one

of our consolidated sponsored debt funds

Income Taxes

Effective January 2009 we adopted new accounting standards ASC 810-10-65 formerly known as SFAS

No 160 which requires us to clearly identify and distinguish between the interests of the Company and the

interests of the noncontrolling owners by presenting noncontrolling interests after net income in our consohdated

statements of income As result our effective tax rate is calculated by dividing income tax expense by the sum of

income before income tax expense and the net loss income attributable to noncontrolling interests

Our effective tax rate for 2009 was 42.3 percent compared to 41.3 percent for both 2008 and 2007 The

increase in the tax rate in 2009 was primarily attributable to the tax impact of the $4.1 million non-tax deductible

goodwill impairment associated with eProsper in the first quarter of 2009 as well as the tax impact of higher

non-deductible officers compensation expense on overall pre-tax income

On January 2007 we adopted the provisions of ASC 740 formerly known as FIN 48 This guidance

clarifies the accounting for uncertainty in income taxes recognized in the entitys financial statements Our

adoption of this guidance did not result in cumulative effect adjustment to retained earnings

Operating Segment Results

We have four operating segments in which we report our financial information Global Commercial Bank

Relationship Management SVB Capital and Other Business Services

In July 2007 we reached decision to cease operations at SVB Alliant our investment banking subsidiary

which provided advisory services in the areas of mergers and acquisitions corporate finance strategic alliances

and private placements We elected to have SVB Alliant complete limited number of client transactions before
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finalizing its shut-down As of March 31 2008 all such client transactions had been completed and all

operations at SVB Alliant were ceased Accordingly SVB Alliant was no longer reported as an operating

segment as of the second quarter of 2008 The results of operations for SVB Alliant have been included as part of

the Reconciling Items column for the current as well as all prior periods presented

In accordance with ASC 280 formerly known as SFAS No 131 we report segment information based on

the management approach The management approach designates the internal reporting used by management

for making decisions and assessing performance as the source of our reportable segments Please refer to the

discussion of our segment organization in Note 21Segment Reporting of the Notes to the Consolidated

Financial Statements under Part II Item in this report

Our primary source of revenue is from net interest income which is primarily the difference between

interest earned on loans net of funds transfer pricing FTP and interest paid on deposits net of FTP

Accordingly our segments are reported using net interest income net of FTP FTP is an internal measurement

framework designed to assess the financial impact of financial institutions sources and uses of funds It is the

mechanism by which an earnings credit is given for depositsraised and an earnings charge is made for funded

loans FFPis calculated by applying transfer rate to pooled or aggregated loan and depOsit volumes

We also evaluate performance based on provision for loan losses noninterest income and noninterest

expense which are presented as components of segment operating profit or loss In calculating each operating

segments noninterest expense we consider the direct Costs incurred by the operating segment as well as certain

allocated direct costs As part of this review we allocate certain corporate overhead costs to corporate account

We do not allocate income taxes to our segments Additionally our management reporting model is predicated

on average asset balances therefore period-end asset balances are not presented for segment reporting purposes

Changes in an individual client primary relationship designation have resulted and in the future may

result in the inclusion of certain clients in different segments in different periods Previously we reported based

on three operating segments Commercial Banking SVB Capital and Other Business Services Additionally we

made certain changes effective January 2009 as follows 1DIC and state bank assessments are reported in

nomnterest expense within Global Commercial Bank whereas previously these were recognized in noninterest

expense
under the Reconciling Items colunm and ii we report the provision for loan losses by reportable

segments whereas previously the provision for loan losses was recognized under the Reconciling Items column

We have reclassified all prior period amounts to conform to the current period presentation

The following is our segment information for 2009 2008 and 2007 respectively

Global Commercial Bank

Year ended December 31

Change Change

Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Net interest income 360 046 332 349 3% 346 523 1%
Provision for loan losses 76 011 85 238 10 12 996 NM
Noninterest income 107 808 131 870 18 116 205 13

Noninterest expense 140 150 116 403 20 106 861

Income before income tax expense ... 251693 262578 4.1 342871 23.4

Total average loans $3711943 $3663573 1.3 $2710049 35.2

Total average assets 3834498 3719872 3.1 2740816 35.7

Totalaveragedeposits
8618470 4713768 828 3815290 235

NM- Not meaningful
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2009 compared to 2008

Net interest income for Global Commercial Bank GCB increased by $27.7 million in 2009 primarily

due to an increase in the FTP earned for deposits due to significant deposit growth decreases in the FTP charge

incurred for funded loans due to decreases in market interest rates as well as an increase in interest income from

growth in GCBs loan portfolio These increases were partially offset by decrease in the FTP earned for

deposits due to decreases in market interest rates as well as from decrease in interest income from loans due to

decrease in our average prime-lending rate which decreased to 4.00 percent in 2009 compared to 5.13 percent

in 2008

The provision for loan losses for GCB of $76.0 million for 2009 was primarily attributable to gross charge

offs primarily from our hardware software life sciences and venture capital/private equity industry portfolios

partially offset by an $11.4 million partial recovery of single loan that was previously charged off in the first

quarter of 2009

Nomnterest income decreased by $24 million in 2009 pnmarily due to $28 million decrease in client

investment fees partially offset by $3.9 million increase in credit card fees The decrease in client investment

fees was primarily attributable to lower margins earned on certain products owing to historically low rates in the

short-term fixed income markets as well as decrease in average balances pf client investment funds The

increase in credit card fees was pnmanly due to the transfer of management and processing of our credit card

portfolio in-house from third party servicer in the end of the first quarter of 2009 as we began to process our

credit card business in-house

Noninterest expense increased by $23 million in 2009 primanly due to an increase in FDIC assessments

of $13.5 million an increase in compensation and benefits expense of $5.6 million and an increase in

professional services expense of $3.9 million The increase in FDIC assessments was primarily due to special

assessment fee of $5 million mandated for all banks by the FDIC an increase in average deposit balances and

an increase in FDIC assessment rates The increase in compensation and benefits expense was pnmarily result

of an increase in salaries and wages expense and incentive compensation expense The increases were pnmanly

due to an increase in the average number of VFE employees at GCB which increased to 558 in 2009 compared

to 531 in 2008 The increase in average FTE was attnbutable to increases in sales and advisory positions to

support our global commercial banking operations The increase in our incentive compensation expense was

driven by the increase in FTh employees at GCB The increase in professional services fees was primarily due to

consulting fees related to certain infrastructure projects legal fees related to loan workout and legal fees

incurred on behalf of our clients

2008 compared to 2007

Net interest income for GCB decreased by $14.2 million in 2008 primarily due to decrease in interest

income from FTP earned for deposits partially offset by an increase in interest income from the GCB loan

portfolio The decrease in interest income from FTP earned on deposits was primarily related to decreases in

market interest rates partially offset by increased volumes of deposits from our money market deposit product

for early stage clients introduced in May 2007 and our sweep deposit product introduced in late October 2007

The increase in interest income from the GCBs loan portfolio was primarily due to decreases in the FTP charge

incurred by the GCB for funded loans and growth in the GCB loan portfolio particularly from growth in loans

to software clients venture capital funds for capital calls and life science clients These increases were partially

offset by decrease in our average prime-lending rate to 5.13
percent in 2008 compared to 8.05 percent in 2007

The provision for loan losses for GCB of $85.2 million for 2008 was primarily attributable to $23 million in

reserves for HRJ credit facilities with the remaining reflecting the need for increased reserves for the overall

loan portfolio due to two factors the deterioration in the macroeconomic environment and its expected impact

on our loan portfolio and ii the increase in actual loans outstanding
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Noninterest income increased by $15.7 million in 2008 primarily due to fee income growth largely driven

by an $8.5 million increase in deposit service charges and $7.4 million increase in foreign exchange fees The

increase in deposit service charges was primarily attributable to decrease in the credit received by clients due to

decreases in short-term market interest rates The increase in foreign exchange fees was primarily due to

increased client trading activity

Noninterest expense increased by $9.5 million in 2008 primarily due to an increase in compensation and

benefits expense of $6.4 million an increase in FDIC assessments of $2.7 million and an increase in professional

services expense of $2.4 million partially offset by decrease in occupancy expense of $0.9 million The

increase in compensation and benefits expense was primarily result of $7.2 million increase in salaries and

wages expense primarily due to an increase in the average number of FTE employees at GCB which increased

to 531 in 2008 compared to 499 in 2007 The increase in average FTE was attributable to increases in sales and

advisory positions to support our commercial banking operations This increase was partially offset by decreases

in our incentive compensation plans and ESOP expense as result of actual 2008 annual financial results being

below our expectations The increase in FDIC assessments relates primarily to an increase in average deposit

balances and an increase in fee rates The increase in professional services fees was primarily due to consulting

fees related to certain infrastructure projects The decrease in net occupancy costs was primarily due to lease exit

costs recognized in the second quarter of 2007

Relationship Management

Year ended December 31

Change Change

Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Net interest income 34 689 29766 16 5% 26 509 12 3%

Provision for loan losses 13955 15441 9.6 3911 NM

Noninterest income 1355 1673 19.0 1642 1.9

Noninterest expense 14998 14443 3.8 12442 16.1

Income before income tax expense 7091 1555 NM 11798 86.8

Totalaverageloans $961364 $905504 62 $772910 172

Total average assets 962 701 909 234 778 047 16

Total average deposits 168286 164771 2.1 142927 15.3

NM- Not meaningful

2009 compared to 2008

Net interest income increased by $4.9 million in 2009 primarily due to decreases in the FTP charge incurred

for funded loans from decreases in market interest rates as well as an increase in interest income from growth in

Relationship Managements loan portfolio particularly from growth in average loans to targeted high-net-worth

individuals and wine industry clients These increases were partially offset by decrease in interest income from

loans due to decrease in our average prime-lending rate and decrease in the FTP earned for deposits due to

decreases in market interest rates

The provision for loan losses of $14.0 million for 2009 was primarily attributable to charge-offs and

reserves related to loans to certain high net worth individuals

2008 compared to 2007

Net interest income increased by $3.3 million in 2008 primarily due to an increase in interest income from the

loan portfolio partially offset by decrease in interest income from FTP earned for deposits The increase in

interest income from the loan portfolio was primarily due to decreases in the FTP charge incurred for funded loans

and growth in the loan portfolio particularly from growth in loans to targeted high-net-worth individuals and wine
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industry clients These increases were partially offset by decrease in our average prime-lending rate to

5.13 percent in 2008 compared to 8.05 percent in 2007 The decrease in interest income from FTP earned on

deposits was primarily related to decreases in market interest rates partially offset by increased volumes of deposits

The provision for loan losses of $15.4 million for 2008 was primarily reflecting the need for increased

reserves for the overall loan portfolio due to two factors the deterioration in the macroeconomic environment

and its expected impact on our loan portfolio and ii the increase in actual loans outstanding

Noninterest expense increased by $2.0 million in 2008 primarily related to activities of the SVB Private

Equity Relationship group

SVB Capital

Year ended December 31

Change Change
Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

Net interest loss income 16 42 138.1% 100 58.0%
Noninterestincome 6521 9360 30.3 11936 21.6
Noninterest expense 14487 16206 10.6 13412 20.8

Loss before income tax expense 7982 6804 17.3 1376 NM

Total average assets 96732 58145 66.4 19558 197.3

NM- Not meaningful

SVB Capital components of nomnterest income pnmarily include net gains and losses on investment

securities and fund management fees all net of noncontrolling interests and carried interest When we refer to net

gains and losses on investment securities in the discussion below we are referring to net gains and losses from

investment securities net of noncontrolling interests and carried interest

We experience variability in the performance of SVB Capital from year to year due to number of factors

including changes in the values of our funds investments changes in the amount of distributions and general

economic and market conditions Such variability may lead to volatility in the gains and losses from investment

securities and cause our results for particular period not to be indicative of future performance The valuation of

our consolidated investment funds continues to be affected by more challenging venture capital environment

significant slowdown of MA activities and IPOs in 2008 and 2009 The net losses for the year ended

December 31 2009 were primarily due to lower valuations for private companies and declines in the public

equity markets reflective of the current economic slowdown throughout the venture capital/private equity

community As result we saw more unrealized losses in the year ended December 31 2009 compared to 2008

2009 compared to 2008

Noninterest income decreased by $2.8 million in 2009 primarily due to net losses on investment securities in

2009 compared to net gains on investment securities in 2008 SVB Capitals components of noninterest income

primarily include the following

Net losses on investment securities of $3.9 million in 2009 compared to net gains of $1 ..0 million in

2008 The net losses on investment secunties of $3 million in 2009 from our managed funds were

primarily related to net losses from two of our managed funds of funds due to net decreases of $2.3

million in the fair value of fund investments and decrease of $1.3 million in carried interest due to

decline in the performance of two of our managed funds of funds

Fund management fees of $10.3 million in 2009 compared to $8.5 million in 2008 The increase in

fund management fees was primarily due to fees associated with new fund in the SVB Strategic

Investors Fund family which was established and funded in the fourth quarter of 2008 and the first

quarter of 2009
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Noninterest expense decreased by $1.7 million in 2009 primarily due to decrease in compensation and

benefits expense

2008 compared to 2007

Noninterest income decreased by $2.6 million in 2008 primarily due to lower net gains on investment

securities in 2008 compared to 2007 SVB Capitals components of noninterest income primarily include the

following

Net gains on investment securities of $1.0 million in 2008 compared to net gains of $3.3 million in

2007 The net gains on investment securities of $1.0 million in 2008 from our managed funds were

primarily due to realized gains from distributions and carried interest partially offset by net decreases

in the fair value of fund investments

Fund management fees of $8.5 million in 2008 compared to $8.6 million in 2007

Noninterest expense increased by $2.8 million in 2008 primarily due to an increase in compensation and

benefits expense The increase in compensation and benefits expense was pnmanly result of growth in the

number of average
FTE employees to support growth in fund activities at SVB Capital which increased to 40 in

2008 compared to 23 in 2007

Other Business Services

Our Other Business Services group includes SVB Analytics as well as our Sponsored Debt Funds and

Strategic Investments

Year ended December 31

Change Change

Dollars in thousands 2009 2008 2009/2008 2007 200812007

Net interest loss income 241 NM% 404 102.0%

Noninterest income 6078 3961 53.4 13080 69.7

Noninterest expense 15471 11208 38.0 9708 15.5

Loss income before income tax expense 9634 7255 32.8 3776 NM

Total average assets 81312 65733 23.7 $63047 4.3

NM- Not meaningful

Included in noninterest income are net gains and losses on investment securities net of noncontrolling

interests and carried interest from our sponsored debt funds and strategic inyestments When we refer to net gains

and losses on investment securities in the discussion below we are referring to net gains and losses from

investment securities net of noncontrolling interests and carried interest

We experience variability in the performance of our sponsored debt funds and strategic investments from

year to year due to number of factors including changes in the values of our investments changes in the

amount of distributions and general economic and market conditions Such variability may lead to volatility in

the gains and losses from investment securities and cause our results for particular period not to be indicative of

future performance

SVB Analytics provides equity valuation services to private companies and venture capital firms We also

offer equity management services including capitalization data management through eProsper Inc company

which SVB Analytics holds controlling ownership interest
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summary of noninterest income for SVB Analytics and Sponsored Debt Funds Strategic Investments is

as follows

Year ended December 31

Change Change

Dollars in thousands 2009 2008 2009/2008 2007 2008/2007

SVB Analytics $6 709 809 14 1% 555 71 4%

Sponsored Debt Funds Strategic Investments 631 3848 83.6 8525 145.1

Total noninterest income $6078 3961 53.4 $13080 69.7

2009 compared to 2008

Noninterest income increased by $2.1 million in 2009 primarily due to lower net losses on investment

securities in 2009 partially offset by lower number of valuations performed by SVB Analytics Other Business

Services components of noninterest income primarily include the following

Net losses on investment securities of $0 million in 2009 compared to net losses of $4 million in

2008 The net losses on investment securities of $0 million in 2009 were primarily due to $4

million losses from other-than-temporary impairment of certain strategic venture capital fund

investments partially offset by net gains of $3.8 million from two of our venture debt fund

investments

Decrease in SVB Analytics revenues of $1.1 million to $6.7 million in 2009 compared to $7.8 million

in 2008 primarily as result of lower number of valuations performed to 682 in 2009 compared to

834in 2008

Noninterest expense increased by $4.3 million in 2009 primarily due to non-tax deductible charge of $4.1

million related to impairment of goodwill recognized in the first quarter of 2009 resulting from changes in our

outlook for eProspers future financial performance Additionally there was an increase in compensation and

benefits expense primarily attributable to the growth in the number of average FTE employees at SVB

Analytics which increased to 36 in 2009 compared to 30 in 2008

2008 compared to 2007

Noninterest income decreased by $9.1 million in 2008 primarily due to net losses on investment securities

in 2008 compared to net gains on investment securities in 2007 partially offset by an increase in SVB Analytics

revenues Other Business Services components of noninterest income primarily include the following

Net loss on investment securities of $4.2 million in 2008 compared to net gains of $7.4 million in

2007 The net losses on investment securities of $4.2 million in 2008 wereprimarily due to net losses

of $3.3 million from lower valuations at one of our sponsored debt funds mainly attributable to

decreases in the share price of certain investments and net losses of $1.1 million from impairment of

certain strategic venture capital fund ine5tments

Increase in SVB Analytics revenues of $3.2 million to $7.8 million in 2008 compared to $4.6 million

in 2007 primarily as result of an increase in the number of valuations performed to 834 in 2008

compared to 408 in 2007

Noninterest
expense

increased by $1.5 million in 2008 primarily due to increases in SVB Analytics

expense resulting from continued growth in SVB Analytics business

Consolidated Financial Condition

Our total assets were $12.8 billion at December 31 2009 an increase of $28 billion or 28.2 percent

compared to $10.0 billion at December 31 2008 which increased $3.3 billion or 49.7 percent compared to $6.7
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billion at December 31 2007 The increase in 2009 was primarily due to significant increases in cash and

investment securities due to the growth in our deposit balances The increase in 2008 was primarily result of

our strong deposit growth due to our focus on growing on-balance sheet deposits

Cash and Due from Banks

Cash and due from banks totaled $3 billion at December 31 2009 an increase of $1 billion or 764

percent compared to $2 billion at December 31 2008 The increase was pnmarily due to the significant

increase in our deposit balances from December 31 2008 to December 31 2009 The increase in our deposit

balances was pnmarily due to our clients preference for the secunty provided by the FDIC and their desire to

maintain short-term liquidity the continued low interest rate environment and our efforts in late 2008 and early

2009 to migrate client sweep balances from our off balance sheet product to our on-balance sheet products As of

December 31 2009 and December 31 2008 $3.1 billion and $1.1 billion respectively of our cash and due from

banks was deposited at the Federal Reserve Bank and was earning interest at the Federal Funds target rate and

interest-earning deposits in other financial institutions were $171.6 million and $169.0 million respectively

Federal Funds Sold Securities Purchased under Agreements to Resell and Other Short-Term Investments

Federal hinds sold securities purchased under agreements to resell and other short-term investments were

$58 million at December 31 2009 decrease of $420 million or 87 percent compared to $478 million at

December 31 2008 The decrease was pnmanly due to cash management strategies
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investment Securities

Investment securities totaled $4.5 billion at December 31 2009 an increase of $2.7 billion or

151.5 percent compared to $1.8 billion at December 31 2008 which decreased $183.5 million or 11.5 percent

compared to $1.6 billion at December 31 2007 The increase in 2009 was primarily related to purchases
of

agency-issued mortgage-backed securities agency-issued collateralized mortgage obligations and U.S agency

securities as part of our overall investment strategy to invest excess liquidity from our continued growth in

deposits
The increase in 2008 compared to 2007 was pnmanly related to increases in our non marketable

securities mainly due to increases in investments managed by our funds of funds our co-investment funds and

direct fund investments in our SVB Capital and Sponsored Debt Funds and Strategic Investments as well as

increases in the balances of our marketable securities particularly our agency-issued mortgage backed securities

and agency-issued collateralized mortgage obligations The following table presents profile of our investment

secunties portfolio at December 31 2009 2008 and 2007

December 31

Dollars in thousands 2009 2008 2007

Marketable securities

Available-for-sale securities at fair value

U.S treasury securities

U.S.agencydebentures

Residential mortgage-backed securities

Agency-issued mortgage-backed securities

Agency-issued collateralized mortgage obligations

Non agency mortgage-backed securities

Commercial mortgage-backed securities

Municipal bonds and notes

Marketable equity securities

Venture capital fund investments
__________ __________ __________

Total available-for-sale securities
__________ __________ __________

Marketable securities investment company fair value accounting

Non-marketable securities investment company fair value accounting

Private equity fund investments

Other private equity investments

Other investments

Non-marketable securities equity method accounting

Other investments

Low income housing tax credit funds

Non-marketable securities cost method accounting

Private equity fund investments

Other private equity investments
_________ _________ _________

Total investment securities

December 312008

Amount Ownership

$1233 50.0%

470 14.4

$1703

December 312007

Amount Ownership

$2556 50.0%

1035 13.9

$3591

26047 20128

891753 113603 161080

1410630

1372375

83696

48801

102877

2009

3938188

33

271316

96577

1143

448594

483275

115330

47481

108755

152

1317191

1703

242645

82444

1547

366735

406476

154150

61290

81855

7391

1259106

3591

194862

44872

12080

59660 27000 21299

26797 31510 24491

86019

12019

$4491752

69971

12089

$1786100

35006

7267

$1602574

Marketable securities investment company fair value accounting represent investments managed by us or our

consolidated subsidiaries that were originally made within our non-marketable securities portfolio that have been

converted into publicly-traded shares The following table shows the amounts of investments by the following

funds and our ownership of each fund at December 31 2009 2008 and 2007

Dollars in thousands

Partners for Growth LP

SVB India Capital Partners LP

December 312009

Amount Ownership

$33 50.0%

14.4

Total marketable securities $33
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The following table shows the amounts of investments by the following consolidated fund of funds and our

ownership of each fund at December 31 2009 2008 and 2007

Dollars in thousands

SVB Strategic Investors Fund LP 50508
SVB Strategic Investors Fund II LP 85820
SVB Strategic Investors Fund III LP..... 102568
SVB Strategic Investors Fund IV LP ... 13677
SVB Capital Preferred Return Fund LP 8330
SVB CapitalNT Growth Partners LP 10413

Total private equity fund investments ... $271316

12.6%

8.6

5.9

5.0

20.0

33.0

The following table shows the amounts of investments by the following consolidated co-investment funds and our

ownership of each fund at December 31 2009 2008 and 2007

Amount Ownership

$28068 .10.7%

14458 5.1

2346 13.9

$44872

At December 312009 we had direct ownership interest of 1.3% andan indirect ownership interest of 3.8%
in the.fundthrough our ownership of SVB Strategic Investors Fund II LP

Other investments within non-marketable securities investment company fair value accounting include our

ownership in Partners for Growth LP consolidated sponsored debt fund At December 31 2009 2008 and 2007
we had majority ownership interest of approximately 50.0% in the fund Partners for Growth LP is managed by

third party and we do not have an ownership interest in the general partner of this fund

The following table shows the amounts of investments and our ownership of each investment at December 31
2009 2008 and 2007

Dollars in thousands Amount Ownership Amount Ownership

Gold Hill Venture Lending 03 LP $16134 9.3% $18234 9.3%
Partners for Growth II LP 13059 24.2 .8559 24.2

Other investments 30467 N/A 207 N/A

Total other investments $59660 $27000
______

At December 31 2009 we had direct ownership interest of 4.8% in the fund In addition we had 90.7%
direct ownership interest in the funds general partner Gold Hill Venture Lending Partners 03 LLC
GHLLC GHLLC has direct ownership interest of 5.0% in Gold Hill Venture Lending 03 LP and its

parallel funds Our indirect interest in the fund through our investment in GHLLC is 4.5% Our direct and

indirect ownership in the fund is 9.3%

Represents investments in 349 360 and 324 private equity funds at December 31 2009 2008 and 2007

respectively where our ownership interest is less than 5% of the voting stock of each such fund For the year
ended December 31 2009 we recognized OTFI losses of $4.4 million resulting from other-than-temporary
declines in value for 84 of the 349 investments The OTTI losses are included in net losses gains on investment

December 31 2009 December 312008 December 31 2O07

Amount Ownership Amount Ownership Amount Ownership

65985 12.6% 68744 12.6%

94161 8.6 81382 8.6

80780 5.9 44736 5.9

1719 5.0

_______
$242645 $194862

Dollars in thousands

December 312009
___________________

_________________________________
Amount Ownership Amount Ownership

Silicon Valley BancVentures LP $24 023 10 7% $24 188 10 7%
SVB Capital Partners II LP 36 847 38 234
SVB India Capital Partners LP 35 707 144 20022 144

Total other private equity investments $96577 $82444

December 312008 December 312007

December 312009 December 312008 December 312007

Amount Ownership

$15915 9.3%

5384 24.2

N/A

$21299
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securities component of noninterest income For the remaining 265 investments at December 31 2009 we

concluded that any declines in value were temporary
and as such no OTTI was recognized At December 31

2009 the carrying value of these private equity fund investments cost method accounting was $86.0 million and

the estimated fair value was $81.0 million

Marketable Securities

Marketable securities consist of our available-for-sale fixed income investment portfolio and marketable

securities accounted for under investment company fair value accounting

Our fixed income investment portfolio is managed to maximize portfolio yield over the long-term in

manner consistent with our liquidity credit diversification and assetlhability strategies All securities in our fixed

income investment portfolio are currently held as available-for-sale Available-for-sale securities totaled $3.9

billion at December 31 2009 an increase of $2.6 billion or 199.0 percent
from $1.3 billion at December 31

2008 which increased by $58.1 million from $1.3 billion at December 31 2007 The increase in 2009 was

primarily due to $962.0 million increase in our agency-issued mortgage-backed securities an $889.1 million

increase in our agency-issued collateralized mortgage obligations and $778.2 million increase in U.S agency

debentures which were purchased with excess liquidity resulting from our continued growth in deposits

The duration of our fixed income investment portfolio was 2.3 years at December 31 2009 compared to

2.8 years at December 31 2008 and 2.3 years at December 31 2007 Changes in portfolio duration are impacted

by the effect of changing interest rates on agency-issued mortgage-backed securities and agency-issued

collateralized mortgage obligations as well as changes in the mix of longer versus shorter term to maturity

securities

Marketable securities accounted for under investment company accounting represents investments managed

by SVB Capital or by one of our consolidated sponsored debt funds that were originally made within our

non-marketable securities portfolio and have been converted into publicly-traded shares Marketable securities

were $33 thousand $1.7 million and $3.6 million at December 31 2009 2008 and 2007 respectively The

decrease of $1.7 million in 2009 was primarily due to the sale of certain investments in one of our sponsored debt

funds

Non-Marketable Securities

Non-marketable securities primarily represent investments managed by SVB Capital and investments in

Sponsored Debt Funds and Strategic Investments as part of our investment funds management business and

include funds of funds co-investment funds and debt funds as well as direct equity investments in portfolio

companies and fund investments Included in our non marketable securities carried under investment company

fair value accounting are amounts that are attributable to noncontrolling interests We are required under GAAP

to consolidate 100% of these investments that we are deemed to control even though we may own less than

100% of such entities Non-marketable securities of $553.5 million $233.0 million net of noncontrolling

interests at December 31 2009 increased by $86.3 million or 18.5 percent from $467.2 million $169.1 million

net of noncontrolling interests at December 31 2008 which increased by $127.3 million or 37.5 percent from

$339.9 million $114.8 million net of noncontrolling interests at December 31 2007

The increase in non-marketable securities of $86.3 million in 2009 was primarily related to the following

An increase of $32.7 million in other investments accounted for using equity method accounting

primarily
related to additional investments made by SVB Financial in venture debt funds equity

investments and fund investments

An increase of $28.7 million in private equity fund investments accounted for using investment

company fair value accounting due to additional investments made by our managed funds of funds

with particular growth in SVB Strategic Investors Fund III LP SVB Strategic Investors Fund IV LP

SVB Capital Preferred Return Fund LP and SVB Capital-NT Growth Partners LP
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An increase of $16.0 million in private equity fund investments accounted for using cost method

accounting primarily related to investrrient commitments made by SVB Financial ow behalf of certain

new managed funds of funds that we have formed or plan to form New Fund Conmiitments The

New Fund Commitments are intended to be transferred to and become the financial obligations of

these new funds when they are formed with the binding commitments of outside investors or as soon as

practicable thereafter

An increase of $14.1 million in other private equity investments accounted for using investment

company fair value accounting related primanly to additional investments from SVB India Capital

Partners LP

The increase in non marketable secunties of $127 million in 2008 was pnmarily related to the following

An increase of $47 million in pnvate equity fund investments accounted for using investment

company fair value accounting due to additional investments made by each of our managed funds of

funds with particular growth in SVB Strategic Investors Fund III LP
An increase of $37 million in other pnvate equity investments accounted for using investment

company fair value accounting related primarily to additional investments from SVB Capital

Partners II LP and SVB India Capital Partners LP
An increase of $35.0 million in -private equity fund investments accounted for using cost method

accounting primarily related to investment commitments made by SVB Financial on behalf of certain

new managed funds of funds that we have formed or plan to form The New Fund Commitments are

intended to be transferred to and become the financial obligations of these new funds when they are

formed with the binding commitments of outside investors or as soon as practicable thereafter

Investment Concentration

At December 31 2009 2008 and 2007 we held no investment securities that were issued by single party

that exceeded 10% of our stockholders equity

Investment SecuritiesRemaining Contractual Princzpal Maturities and Yields Fully-Taxable Equivalent

Please refer to the discussion of the remaining contractual principal maturities and fully taxable equivalent

yields on investment securities in Note 7Investment Securities of the Notes to Consolidated Financial

Statements under Part II Item in this
-report

LOans

The following table details the composition of the loan portfolio net of unearned income as of the five most

recent year-ends

December 31

Dollars in thousands 2009 2008 2007 2006 2005

Commercial loans $3603639 $4515019 $3321911 $2723495 $2172076
Premium wine 441901 419539 375169 375601 349358

Community development loans 59926 48293 52094 37723 31355
Consumer and other 442628 523402 402556 345583 290564

Total loans net of unearned income $4 548 094 $5 506 253 $4 151 730 $3 482 402 $2 843 353

Premium wine consists of loans for vineyard development as well as working capital and equipment term

loans to meet the needs of our clients premium wineries and vineyards At December 31 2009 2008 2007
2006 and 2005 $298.9 million $269.6 million $251.1 million $246.3 million and $214.7 million

respectively of such loans were secured by real estate
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Community devôlopment loans consist of low income housing loans made to fulfill our responsibilities

under the Community Reinvestment Act and are primarily secured by real estate

Consumer and other loans consist of loans to targeted high-net-worth individuals These products and

services include home equity lines of credit secured lines of credit restricted stock purchase loans and

capital call lines of credit This category also includes loans made to eligible employees through our

Employee Home Ownership Plan EHOP Loans secured by real estate at December 31 2009 2008

2007 2006 and 2005 were comprised of the following

December 31

Dollars in thousands
2009 2008 2007 2006 2005

Home equity lines of credit 90459 89544 84808 92093 97863

Loans to eligible employees iii 86 147 74 759 48 973 35 565 31 234

Loans for personal residences ii 64678 58700 48066 32173 21263

Consumer loans secured by real estate $241284 $223003 $181847 $159831 $150360

Represents home equity lines of credits which may have been used to finance real estate investments

ii Represents loans used to purchase renovate or refinance personal residences

iii Represents loans made to eligible employees through our EHOP

Unearned income was $34.9 million $45.4 million $26.4 million $27.2 million and $25.0 million in 2009

2008 2007 2006 and 2005 respectively

The decrease in commercial loans from December 31 2008 to December 31 2009 came primarily from

decreases in loans to venture capital/private equity funds for capital calls due to the downturn in the economic

environment causing lower levels of venture capital investments as well as from decrease in our technology

client portfolio reflecting efforts by some clients to deleverage their businesses Although loan balances have

decreased we continue to make new loans adding 407 new loan clients in 2009 resulting in $977.0 million in

new funded loans

Loan Concentration

Loan concentrations may exist when there are borrowers engaged in similar activities or types
of loans

extended to diverse group of borrowers that could cause those borrowers or portfolios to be similarly impacted

by economic or other conditions substantial percentage of our loans are commercial in nature The breakdown

of total gross loans and total loans as percentage of gross loans by industry sector is as follows

December 312009 December 312008

Industry Sector Amount Percentage Amount Percentage

Technology $2023887 44.2% $2666372 48.0%

Private Equity
936693 20.4 1065424 19.2

Life Sciences 519 791 11 601 690 10

Premium Wine 442061 9.7 419916 7.6

Private Client Services 440018 9.6 523299 9.4

All Other sectors 220516 4.8 274935 5.0

Total gross loans $4582966 100.0% $5551636 100.0%
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The following table provides summary of concentration in our loan portfolio by industry sector and size of

loan as of December 31 2009

December 312008

Dollars in thousands
_________

Technology

Private Equity

Life Sciences

Private Client Services

Premium Wine

All other sectors

Total gross loans

Less than Five More than Five

_________
Million to Ten Million

$328518

222806

120249

79360

115841

___________
53255

_________
$920029

More than Ten More than

to Twenty Twenty to

Million Thirty Million

533694 $283403

304264 115175

102325 21800

60433 22719

98967 20310

90178 50500

$1189861 $513907

More than

Total

$2666372

1065424

601690

523299

419916

274935

$636212 $5551636

The credit profile of our clients varies across our loan portfolio based on the nature of the lending we do for

different market segments Clients across all industry segments and loan categories have been affected by the

weakened economic environment in recent periods Our technology and life sciences loan portfolio includes

loans to emerging early-stage and mid-stage companies Loans provided to early-stage clients venture-backed

companies represents relatively small percentage of our portfolio at approximately 11 percent of total gross
loans at December 31 2009 compared to 12 percent at December 31 2008 Typically these loans are made to

companies with modest or negative cash flows and no established record of profitable operations Repayment of

these loans may be dependent upon receipt by borrowers of additional equity financing from venture capitalists

or others or in some cases successful sale to third
party or public offering In the distressed economic

conditions that have occurred recently venture capital financing activity as well as IPOs and MA activities

have slowed significantly Venture capital firms may provide financing at lower levels more selectively or on
less favorable terms which may have an adverse effect on our borrowers that are otherwise dependent on such

financing to repay their loans to us When repayment is dependent upon the next round of venture investment and

Dollars in thousands
__________

Technology

Private Equity

Life Sciences

Premium Wine

Private Client Services

All other sectors

Total gross loans

$1002990

238869

285646

169053

266049

94760

$2057367

December 312009

More than Ten More than

Less than More than Five to Twenty Twenty to More than

Five Million to Ten Million Million Thirty Million Thirty Million Total

$401791 $245592 $2023887

166807 136305 936693

103697 45667 519791

95291 76786 442061

20207 440018

_________ _______ 68654 20125
_______ 220516

_________ _______ _______
$544682

_______ $4582966

$263034

159289

84781

100931

86790

36977
_______

$731802 $836240

$110480

235423

66972

$412875

At December 31 2009 gross loans totaling $957.6 million or 20.9 percent of our portfolio were

individually greater than $20 million These loans represented 32 clients and of these loans $20.4 million were
on nonaccrual status as of December 31 2009

The following table provides summary of concentration in our loan portfolio by industry sector and size of

loan as of December 31 2008

$1236293

186289

324915

278330

184798

81002

$2291627

Thirty Million

$284464

236890

32401

82457

At December 31 2008 gross loans totaling $1.2 billion or 20.7 percent of our portfolio were individually

greater than $20 million These loans represented 36 clients and of these loans $66.7 million were on nonaccrual

status as of December 31 2008
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there is an indication that further investment is unlikely or will not occur it is often likely the company would

need to be sold to repay debt in full If reasonable effort has not yielded likely buyer willing to repay
all debt at

the close of the sale or on commercially viable terms the account will most likely be deemed to be impaired

At December 31 2009 our lending to private equity firms and venture capital companies represented 20.4

percent compared to 19.2 percent at December 31 2008 Many of these clients have capital call lines of credit

the repayment of which is dependent on the payment of capital calls by the underlying limited partner investors

in the funds managed by these firms During unstable economic times these limited partner investors may face

liquidity issues or have difficulties meeting their financial commitments which may lead to our clients inability

to meet their repayment obligations to us

At December 31 2009 our asset-based lending which consists primarily of working capital lines and our

accounts receivable factoring represented 7.8 percent and 6.5 percent respectively of total gross loans

compared to 8.2 percent and 6.3 percent respectively at December 31 2008 The repayment of these

arrangements
is dependent on the financial condition and payment ability of third parties with whom our clients

do business which could be impacted due to the weakened economic environment

Approximately 44.9 percent and 9.0 percent
of our outstanding total gross loan balances as of December 31

2009 were to entities based in the states of California and Massachusetts respectively compared to 44.7 percent and

10.6 percent respectively as of December 31 2008 There are no other states with balances greater than 10 percent

As of December 31 2009 71.8 percent or $3.3 billion of our outstanding total gross loans were variable-rate

loans that adjust at prescribed measurement date upon change in our prime-lending rate or other variable indices

compared to 75.3 percent or $4.2 billion as of December 31 2008 The following table sets forth the remaining

contractual maturity distributiOn of our gross loans at December 31 2009 for fixed and variable rate loans

After One
Year and

One Year Through After

Dollars in thousands
or Less Five Years Five Years Total

Fixed rate loans

Commercial loans 146055 734120 880175

Premium wine 24904 67897 156550 249351

Community development loans 45483 2059 1901 49443

Consumer and other 8572 39142 67542 115256

Total fixed-rate loans 225014 843218 $225993 $1294225

Variable-rate loans

Commercial loans $1478999 $1269884 8955 $2757838

Premium wine 105710 68924 18077 192711

Community development loans 381 10501 12 10894

Consumer and other 168766 73279 85253 327298

Total variable-rate loans $1753856 $1422588 $112297 $3288741

Upon maturity loans satisfying our credit quality standards may be eligible for renewal Such renewals are

subject to the normal underwriting and credit administration practices associated with new loans We do not

grant loans with unconditional extension terms

Loan Administration

Through the authority delegated by the Board of Directors the Directors Loan Committee DLC
oversees our credit policies Our DLC comprised of six of our outside directors periodically reviews and

approves where appropriate our credit policies our loan underwriting approval and monitoring activities
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Subject to the oversight of DLC lending authority is delegated to the Chief Credit Officer and our

managements loan committee which consists of the Chief Credit Officer and other senior members of our

lending management Requests for new and existing credits that meet certain size and underwriting criteria may
be approved outside of our loan committee by designated senior lenders or jointly with senior credit officer or
division risk manager

Credit Quality and Allowance for Loan Losses

The following table summarizes the allocation of the allowance for loan losses among specific classes of
loans as of the five most recent year-ends

December 31

2009 2008 2007 2006 2005

Percent of Percent of Percent of Percent of Percent of
Total Total Total Total Total

Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans

$56947 79.2% 94499 82.0% $37896 80.0% $34370 78.2% $28301 76.4%
7263 9.7 7548 7.6 6218 9.0 5082 10.8 5339 12.3

Commercial

Premium wine

Community

development

loans 497 1.3 594 0.9 500 1.3 387 1.1 296 1.1

Consumer and

other 7743 9.8 4755 9.5 2679 9.7 2908 9.9 2849 10.2

Total $72450 100.0% $107396 100.0% $47293 100.0% $42747 100.0% $36785 100.0%

Represents loan type as percentage of total loans net of unearned income as of year end

Year ended December 31

2007 2006

42747 36785

2005

37613

The following table presents summary of the activity for the allowance for loan losses as of the five most
recent year-ends

Dollars in thousands 2009 2008

Balance beginning of year 107396 47293
Charge-offs

Commercial 126767 39663 19274 13848 9357
Premium wine 3107 309 18 1523
Community development loans 96 167
Consumer and other 13600 7676 100 199 1533

Total charge-offs 143570 47815 19378 14065 12416
Recoveries

Commercial 18033 7010 7022 7553 10481
Premium wine 55 170 66 1415 868

Community development loans 17 21 1090
Consumer and other 339 92

Total recoveries 18444 7205 7088 10150 11351

Net charge-offs 125126 40610 12290 3915 1065
Provision for loan losses 90180 100713 16836 9877 237

Balance end of year 72450 $107396 47293 42747 36785

Net loan charge-offs to average total
gross loans 2.64% 0.87% 0.35% 0.14% 0.04%

Dollars in thousands
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Nonperforining Assets

Nonperforming assets consist of loans past due 90 days or more that are still accruing interest loans on

nonaccrual status and foreclosed property classified as Other Real Estate Owned OREO We measure all

loans placed on nonaccrual status for impairment based on the fair value of the underlying collateral or the net

present value of the expected cash flows in accordance with ASC 310 formerly known as SFAS No 114 The

table below sets forth certain data and ratios between nonperforming loans nonperforming assets and the

allowance for loan losses

December 31

Dollars in thousands
2009 2008 2007 2006 2005

Gross nonperforming loans

Loans past due 90 days or more still accruing

interest 2456 2330 1046

Nonaccrual loans 50227 84919 7634 10977 6499

Total gross nonperforming loans 52683 87249 7634 10977 7545

OREO 220 1250 1908 5677 6255

Total nonperforming assets 52903 88499 9542 16654 13800

Nonperforming loans as percentage of total

gross loans
1.15% 1.57% 0.18% 0.31% 0.26%

Nonperforming assets as percentage
of total

assets
0.41 0.88 0.14 0.27 0.25

Allowance for loan losses 72450 107396 47293 42747 36785

Asapercentage of total gross
loans 1.58% 1.93% 1.13% 1.22% 1.28%

As percentage of gross nonperforming

loans
137.52 123.09 619.50 389.42 566.01

Allowance for loan losses for total gross

nonperforming loans 8868 25911 1391 139

As percentage of total gross
loans 0.19% 0.47% 0.03%

As percentage of gross nonperforming

loans
16.83 29.70 18.22 1.27

Allowance for loan losses for total gross

performing loans 63582 81485 45902 42608 36785

As percentage of total gross
loans 1.39% 1.47% 1.10% 1.21% 1.28%

As apercentage of gross performing loans 1.40 1.49 1.10 1.22 1.29

Reserve for unfunded credit commitments 13331 14698 13446 14653 17115

Total gross loans 4582966 5551636 4178098 3509560 2868382

Total unfunded credit commitments 5338726 5630486 4938625 4058413 4410601

The Reserve for unfunded credit commitments is included as component of Other Liabilities See

Reduction of Provision for Unfunded Credit Commitments above for discussion of the changes to the

reserve
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Nonaccrual Loans

The following table presents detailed composition of nonaccrual loans by industry sector as of the five

most recent year-ends

December 31
Dollars in thousands 2009 2008 2007 2006 2005

Technology $23882 $11967 $2936 4672 127
Private Equity 43965
Life Sciences 1833 5008
Private Client Services 21326 22719 222
Premium Wine 285 4476 4787 1558
All other sectors 2901 1260 1518 4814

Total nonaccrual loans $50227 $84919 $7634 $10977 $6499

Included in the $50.2 million of impaired loans at December 31 2009 are loans modified in troubled debt

restructurings TDR where concessions have been granted to borrowers experiencing financial difficulties

These concessions could include reduction in the interest rate on the loan payment extensions forgiveness of

principal or other actions intended to maximize collection As of December 31 2009 we had TDRs of $26.1

million which were comprised of $20.2 million from our Private Client Services industry sector $3.6 million

from our Technology industry sector and $2.3 mjllion from our All Other industry category In order for these

loan balances to return to accrual status the borrower must demonstrate sustained period of timely payments
The commitments available for funding to the clients associated with these TDRs as of December 31 2009 were

approximately $0.2 million

If the impaired loans for 2009 2008 2007 2006 and 2005 had not been impaired $7.7 million

$0.5 million $0.7 million $0.6 million and $0.4 million in interest income would have been recorded while

interest income actually recognized totaled $1.8 million $0.1 million $0.2 million $0.2 million and $0.3

million respectively

Nonaccrual loans decreased by $34.7 million to $50.2 million in 2009 compared to $84.9 million in 2008
The decrease was primarily due to the finalization of the HRJ transaction as well as the charge-offs of certain

other impaired loans from our software and hardware client portfolios and an overall improyement in the credit

quality of our loan portfolio

Goodwill

There was no remaining goodwill as of December 31 2009 compared to $4.1 million at December 31 2008
from our acquisition in 2006 of 65% ownership interest in eProsper an equity ownership data management
services company During the first quarter of 2009 we conducted an assessment of goodwill of eProsper in

accordance with ASC 350 formerly known as SFAS No 142 based on eProspers revised forecast of

discounted net cash flows for that reporting unit We concluded that we had an impairment of goodwill resulting
from changes in our outlook for eProsper future financial performance As result $4.1 million of goodwill
was expensed as non-cash non tax-deductible charge to continuing operations during the first quarter of 2009
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Accrued Interest Receivable and Other Assets

summary of accrued interest receivable and other assets as of December 31 2009 and 2008 is as follows

December 31

Dollars in thousands 2009 2008 Change

Derivative assets gross $106623 $174990 39.1%

Deferred tax assets and income tax receivable net 69945 65372 7.0

Accrued interest receivable 44265 35218 25.7

FHLB and FRB stock 38888 35651 9.1

Prepaid FDIC assessments 28178

Foreign exchange spot contract assets gross 13653 21333 36.0

OREO 220 1250 82.4

Other assets 27642 28103 1.6

Total accrued interest receivable and other assets $329414 $361917 9.0

See Derivatives Net section below

Deferred Tax Assets and Income Tax Receivable Net

Our deferred tax assets balance was $53.0 million at December 31 2009 compared to $63.2 million at

December 31 2008 The decrease was primarily due to the tax effect of decrease in our timing differences and

the tax effect of an increase in the value of our investment securities portfolio We pay quarterly estimated taxes

to the Internal Revenue Service and certain state and foreign taxing authorities At December 31 2009 and

December 31 2008 we had $16.9 million and $2.1 million respectively as income taxes receivable from these

authorities The increase was primarily due to tax payments for 2009 and 2008 made to the IRS and various state

taxing authorities

Federal Home Loan Bank FHLB and Federal Reserve Bank FRB Stock

Our FHLB and FRB stock are restricted as we are required to hold shares of FHLB and FRB stock under

the Banks borrowing agreements At both December 31 2009 and 2008 we had $25.8 million in FHLB stock

At December 31 2009 and 2008 we had $13.1 million and $9.9 million respectively in FRB stock The

increase in FRB stock was due to higher capital stock requirements at the FRB based on usage

The investment in FHLB stock is periodically evaluated for impairment based on among other things the

capital adequacy of the FHLB and its overall financial condition No impairment losses have been recorded

through December 31 2009

Accrued Interest Receivable

Accrued interest receivable consists of interest on investment securities and loans The increase of $9.0

million in 2009 was primarily due to an increase in interest receivable on investment securities from growth in

our fixed income investment portfolio partially offset by decrease in interest receivable on loans due to

decrease in our loan portfolio

Prepaid FDIC Assessments

Prepaid FDIC assessments increased to $28.2 million as of December 31 2009 compared to zero as of

December 31 2008 due to the FDIC decision in November 2009 for insured financial institutions to prepay

their estimated quarterly risk-based assessments for the 2010 through 2012 fiscal years
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Derivatives Net

Derivative instruments are recorded as component of other assets or other liabilities on the balance sheet

The following table provides summary of derivative assets liabilities net as of December 31 2009 and 2008

December 31

Dollars in thousands 2009 2008 Change

Assets liabilities

Equity warrant assets 41292 43659 5.4%
Interest rate swapsassets 46895 94142 50.2

Foreign exchange forward and option contractsassets 18436 37189 50.4

Foreign exchange forward and option contractsliabilities 15870 32632 51.4

Total derivatives net 90753 $142358 36.3

Equity Warrant Assets

In connection with negotiated credit facilities and certain other services we frequently obtain equity warrant

assets giving us the right to acquire stock in certain client companies At December 31 2009 we held warrants in

1225 companies compared to 1307 companies at December 31 200 The change in fair value of equity

warrant assets is recorded in losses gains on derivatives instruments net in noninterest income component of

consolidated net income The following table provides summary of transactions and valuation changes for

equity warrant assets for the years ended December 31 2009 and 2008 respectively

Year ended December 31

Dollars in thousands 2009 2008

Balance beginning of penod $43 659 $31 317

New equity warrant assets 6109 11464

Non-cash increases in fair value 3527 5927
Exercised equity warrant assets 7575 2475
Terminated equity warrant assets 4428 2574

Balance end of period $41292 $43659

Interest Rate Swaps

For information on our interest rate swaps see Note 3Derivative Financial Instruments of the Notes

to the Consolidated Financial Statements under Part II Item in this report

Foreign Exchange Forward and Foreign Currency Option Contracts

We enter into foreign exchange forward contracts and foreign currency option contracts with clients

involved in international activities either as the purchaser or seller depending upon the clients need For each

forward or option contract entered into with our clients we enter into an opposite way forward or option contract

with correspondent bank which mitigates the risk of fluctuations in currency rates We enter into forward

contracts with correspondent banks to economically hedge currency exposure risk related to certain foreign

currency denominated loans Revàluations of foreign currency denominated loans are recorded on the line item

Other as part of noninterest income component of consolidated net income We have not experienced

nonperformance by counterparty and therefore have not incurred related losses Further we anticipate

performance by all counterparties

At December 31 2009 and 2008 the aggregate notional amounts of foreign exchange forward and foreign

currency option contracts totaled $704.6 million and $824.4 million respectively Our net exposure for foreign

exchange forward and foreign currency option contracts at December 31 2009 and 2008 amounted to $2.6

million and $4.6 million respectively
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Deposits

The following table presents the composition of our deposits as of the three most recent year-ends

December 31

Dollars in thousands 2009 2008 2007

Deposits

Noninterest-bearing demand 6298988 $4419965 $3226859

Negotiable order of withdrawal NOW 53 200 58 133 35 909

Regular money market 134891 210397 108701

Bonus money market 1157324 1002689 832541

Foreign money market 49722 53123

Sweep 2305502 1349965 72083

Time 332310 379200 335110

Total deposits
$10331937 $7473472 $4611203

The increase in deposits of $2.9 billion in 2009 from 2008 was primarily due to increases in our noninterest

bearing demand deposits of $1.9 billion and our interest-bearing sweep deposits of $955.5 million These

increases were primarily the result of our clients preference for the security provided by the FDIC and their

desire to maintain short-termliquidity the continued low interest rate environment and our efforts in late 2008

and early 2009 to migrate client sweep balances from our off-balance sheet product to our on-balance sheet

products

The increase in deposits of $2.9 billion in 2008 from 2007 was primarily due to increases in our interest-

bearing sweep deposits of $1.3 billion and our noninterest-bearing demand deposits of $1.2 billion These

increases were primarily the result of our efforts to migrate client sweep balances from our off-balance sheet

product to our on-balance sheet products our efforts to increase the competitiveness of our on-balance sheet

product set and our clients preference for the security provided by the FDIC

At December 31 2009 39.0 percent of our total deposits were interest-bearing deposits compared to 40.9

percent at December 31 2008 and 30.0 percent at December 31 2007

At December 31 2009 the aggregate amount of time deposit accounts individually exceeding $100000

totaled $273.0 million compared to $326.8 million at December 31 2008 and $286.0 million at December 31

2007 At December 31 2009 substantially all time deposit accounts exceeding $100000 were scheduled to

mature within one year No material portion of our deposits has been obtained from single depositor and the

loss of any one depositor would not materially affect our business The maturity profile of our time deposits as of

December 31 2009 is as follows

December 312009

More than three More than six

Three months months to months to More than

Dollars in thousands or less six months twelve months twelve months Total

Time deposits $100000 and over $134167 $61418 $73286 $4126 $272997

Other timedeposits 34950 11285 12937 141 59313

Total time depoiits $169117 $72703 $86223 $4267 $332310
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Short-Term Borrowings

The following table summarizes our short-term borrowings that mature in one month or less

Dollars in thousands

December 31

Average daily balances and maximum month-end balances for our short-term borrowings are as follows

Year ended December 31

Dollars in thousands 2009 2008 2007

Average daily balances

Federal funds purchased

FHLB advances

Securities sold under agreements to repurchase

Other short term borrowings ______

Maximum month-end balances

Federal funds purchased

FHLB advances

Securities sold under agreements to repurchase

Other short term borrowings 56450

Long-Term Debt

The following table represents outstanding long-term debt at December 31 2009 and 2008

December 31

Dollars in thousands 2009 2008 2007

FHLB advances $100000 $150000

5.70% senior notes 269793 279370 259706

6.05% subordinated notes 276541 313953 261099

Zero coupon convertible subordinated notes 147 256

3.875% convertible senior notes 246991 244783

0%
junior

subordinated debentures 55 986 55 914 52 511

4.99% long-term notes payable 7339

8.0% long-term notes payable 1403 2669

Total long-term debt $856650 $995423 $873241

The decrease in our long-term debt in 2009 was primarily due to the maturity of $50 million in FHLB

advances in May 2009 and the prepayment of $50 million in FHLB advances in September 2009 originally due

in November 2009 as well as the change in fair value of the interest rate swaps associated with our senior and

subordinated notes

The increase in our long-term debt in 2008 was primarily due to the issuance of $250 million of 2008

Convertible Notes in April 2008 partially offset by the maturity of our 2003 Convertible Notes on June 15 2008

2009 2008 2007

Amount Rate Amount Rate Amount Rate

Other short-term borrowings $38755 0.05% $62120 0.12%

FHLB advances 90000 4.48

Total short-term borrowings $38755 0.05 $62120 0.12 $90000 4.48

Represents cash collateral called from counterparties for our interest rate swap agreements related to our

senior and subordinated notes

342 $222048

79740

2818

45791 290

$46133 $304896

$178806

122233

18845

245

$320129

$640000 $440000

300000 190000

5360 84556

62120 1100
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For description of our long-term debt please refer to Note 12Short-Term Borrowings and Long-Term

Debt of the Notes to the Consolidated Financial Statements under Part II Item in this report

Other Liabilities

summary of other liabilities as of December 31 2009 and 2008 is as follows

Year ended December 31

Dollars in thousands 2009 2008 Change

Accrued compensation 37873 35957 5.3%

Foreign exchange spot contract liabilities gross 19638 34008 42.3

Derivative liabilities gross 15870 32632 51.4

Reserve for unfunded credit commitments 13331 14698 9.3

Other 53235 58258 8.6

Total other liabilities $139947 $175553 20.3

See Derivatives Net section above

Accrued Compensation

Accrued compensation include amounts for our Incentive Compensation Plans vacation Direct Drive

Incentive Compensation Plan Retention Program Warrant Incentive Plan and ESOP For description of our

variable compensation plans please refer to Note 16Employee Compensation and Benefit Plans of the

Notes to the Consolidated Financial Statements under Part II Item in this report

Reserve for Unfunded Credit Commitments

The level of reserve for unfunded credit commitments is determined following methodology that parallels

that used for the allowance for loan losses We recognized reduction of provision for unfunded credit

commitments of $1.4 million in 2009 compared to provision of $1.3 million in 2008 The reduction of

provision in 2009 was primarily reflective of decrease in the balance of our total unfunded credit commitments

due to expirations and reductions in credit lines to certain clients as well as lower utilization of commitments by

borrowers Total unfunded credit commitments were $5.3 billion at December 31 2009 compared to $5.6 billion

at December 31 2008

Noncontrolling Interests

Noncontrolling interests totaled $345.8 million and $320.4 million at December 31 2009 and 2008

respectively The increase of $25.4 million was primarily due to equity transactions which included $64.9

million of contributed capital primarily from investors in five of our managed funds for the purpose of investing

in limited partnerships and portfolio companies partially offset by $37.4 million of net losses attributable to

noncontrolling interests primarily from our managed funds of funds

Capital Resources

Our management seeks to maintain adequate capital to support anticipated asset growth operating needs and

unexpected credit risks and to ensure that SVB Financial and the Bank are in compliance with all regulatory

capital guidelines Our primary sources of new capital include retained earnings and proceeds from the sale and

issuance of capital stock or other securities Our management engages in regular capital planning process in an

effort to make effective use of the capital available to us The capital plan considers capital needs for the

foreseeable future and allocates capital to both existing and future business activities Expected future use or

activities for which capital may be set aside include balance sheet growth and unexpected credit losses

investment activity potential product and business expansions and strategic or infrastructure investments
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In December 2008 we participated in the CPP under which we received $235 million in exchange for

issuing shares of Series Fixed Rate Cumulative Perpetual Preferred Stock Series Preferred Stock and

warrant to purchase common stock to the Treasury As participant in CPP we were subject to various

restrictions and requirements such as restrictions on our stock repurchases and payment of dividends and other

requirements relating to our executive compensation and corporate governance practices

On December 23 2009 we redeemed from the Treasury all 235000 outstanding shares of Series

Preferred Stock having liquidation amount equal to $1000 per share The aggregate total redemption price

paid by us to the Treasury for the Series Preferred Stock was $235 million plus $1.2 million of accrued and

unpaid dividends During our participation in the CPP from December 2008 to December 2009 we paid

dividends totaling $12.1 million

In connection with the redemption we recorded one-time non-cash charge of $11.4 million in the fourth

quarter of 2009 to account for the difference between the redemption price and the carrying amount of the

Series Preferred Stock or the accelerated amortization of the applicable discount on the shares

Common Stock

During the fourth quarter of 2009 we completed public offering of 7965568 shares of common stock at

an offering price of $38 50 per share We received net proceeds of $292 million after deducting underwriting

discounts and commissions

There were no common stock repurchases in 2009 In 2008 under stock repurchase program approved by

our Board of Directors in July 2007 we repurchased during the first and second quarters of 2008 1.0 million

shares of our common stock totaling $45.6 million compared to 2.9 million in 2007 totaling $146.8 million In

July 2008 upon expiration of the 2007 program our Board of Directors approved stock repurchase program

authorizing us to purchase up to $150.0 million of our common stock which expired on December 31 2009

If we engage in stock repurchase activities we may from time to time implement non-discretionary

trading plan under Rule 10b5-1 of the Securities and Exchange Act of 1934 as amended under which we will

automatically repurch4se shares of our common stock pursuant to predetermined formula for specified period

of time

Under the terms of the CPP we may repurchase the warrant we issued to the Treasury under certain

conditions In connection with our participation in the CPP in December 2008 we initially issued the warrant for

708116 shares of our common stock However because of the completion of our equity offering in the fourth

quarter of 2009 under the participation terms of the program the number of shares underlying the warrant has

been reduced by 50% to total of 354058 In order to complete the repurchase the Company and the Treasury

must agree on the repurchase price or the fair market value of the warrant There is no assurance that an

agreement will be reached and the warrant may remain outstanding

SVBFG Stockholders Equity

SVBFG stockholders equity totaled $1.1 billion at December 31 2009 an increase of $137.0 million or

13.8 percent from $991.4 million at December 31 2008 This increase was primarily the result of our public

offering in the fourth quarter of 2009 net income and stock option exercises during 2009 partially offset by the

redemption of our preferredshares from the Treasury in December 2009

Funds generated through retained earnings are significant source of capital and liquidity and are expected

to continue to be so in the future

Liquidity

The objective of liquidity management is to ensure that funds are available in timely manner to meet our

financial needs including paying creditors meeting depositors needs accommodating loan demand and growth
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funding investments repurchasing shares and other capital needs without incurring undue cost or risk or causing

disruption to normal operating conditions

We regularly assess the amount and likelihood of projected funding requirements through review of

factors such as historical deposit volatility and funding patterns present
and forecasted market and economic

conditions individual client funding needs and existing and planned business activities Our Asset/Liability

Committee ALCO which is management committee provides oversight to the liquidity management

process and recommends policy guidelines subject to the approval of the Finance Committee of our Board of

Directors and courses of action to address our actual and projected liquidity needs

Historically we have attracted stable low-cost deposit base which has been our primary source of

liquidity From time to time depending on market conditions prevailing interest rates or our introduction of

additional interest-bearing deposit products our deposit levels and cost of deposits may fluctuate We introduced

an interest-bearing sweep deposit product in 2007 which increased by $955.5 million to $2.3 billion at

December 31 2009 compared to $1.3 billion at December 31 2008 Additionally we grew our noninterest

bearing demand deposits by $1.9 billion to $6.3 billion at December 31 2009 compared to $4.4 billion as of

December 31 2008 The overall increase in our deposits was primarily the result of our clients preference for

the security provided by the FDIC and their desire to maintain short-tenn liquidity the continued low interest

rate environment and our efforts in late 2008 and early 2009 to migrate client sweep balances from our

off-balance sheet product to our on-balance sheet products The FDICs insurance coverage of noninterest

bearing accounts is currently expected to expire on June 30 2010 We continue to expand on opportunities to

increase our liquidity and take steps to carefully manage our liquidity

Our liquidity requirements can also be met through the use of our portfolio of liquid assets Our definition of

liquid assets includes cash and cash equivalents in excess of the minimum levels necessary to carry out normal

business operations investment securities maturing within six months investment securities eligible and

available for financing or pledging purposes
with maturity in excess of six months and anticipated near-term

cash flows from investments

On stand-alone basis SVB Financials primary liquidity channels include dividends from the Bank its

investment portfolio assets and its ability to raise debt and capital The ability of the Bank to pay dividends is

subject to certain regulations descnbed in BusinessSupervision and RegulationRestnction on Dividends

under Part Item in this report

Consolidated Summary of Cash Flows

Below is summary of our average
cash position and statement of cash flows for 2009 2008 and 2007

respectively

Year ended December 31

Dollars in thousands
2009 2008 2007

Average cash and due from banks 238911 279520 275907

Average federal funds sold securities purchased under agreement to

resell and other short-term investment securities 3333182 507365 357673

Average cash and cash equivalents 3572 786885 633580

Percentage of total average assets 1.5% 10.6% 10.5%

Net cash provided by operating activities 131056 165715 173991

Net cash used for investing activities 1901559 1596183 515506

Net cash provided by financing activities 2846631 3184019 392104

Net increase in cash and cash equivalents
076 128 753 551 50 589
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In analyzing our liquidity for 2009 2008 and 2007 reference is made to our consolidated statements of cash

flows for the years ended December 31 2009 2008 and 2007 see Consolidated Financial Statements and

Supplemental Data under Part II Item in this report The statement of cash flows includes separate categories

for operating investing and financing activities

Average cash and cash equivalents increased by $2.8 billion to $3.6 billion for in 2009 compared to $786.9

million in 2008 primarily due to the increase in deposit balances which resulted in substantial increases in cash

balances The increase in deposit balances was primarily due to clients preference for the security provided by

FDIC insurance in noninterest-bearing accounts and their desire to maintain short-term liquidity the continued

low interest rate environment and our efforts in late 2008 and early 2009 to migrate client sweep balances from

our off-balance sheet product to our on-balance sheet products

2009

Cash provided by operating activities was $131.1 million in 2009 which included net income before

noncontrolling interests of $10.6 million Significant adjustments for noncash items that increased cash provided

by operating activities included $90 million of provision for loan losses $35 million of depreciation and

amortization $31.2 million in net losses on investment securities $14.8 million in share-based compensation

amortization tax benefit of original issue discount of $10 milhon and net changes of $3 million in the fair

value of derivatives Significant adjustments for noncash items that decreased cash provided by operating

activities included $28.2 million of prepaid FDIC assessments net changes of $14.8 million in income tax

receivable net changes of $10.0 million in accrued interest $8.4 million decrease in amortization of deferred

warrant-related loan fees and net changes of $6.7 million in foreign exchange spot contracts

Cash used for investing activities was $1.9 billion in 2009 Net cash outflows included purchases of

available-for-sale securities of $3.3 billion and purchases of nonmarketable securities of $124.8 million Net cash

inflows included net decrease in loans of $805.5 million proceeds from the sales maturities and pay downs of

available-for-sale securities of $716.0 million proceeds from the sale of nonmarketable securities of $23.7

million and proceeds from recoveries of charged-off loans of $18.4 million

Cash provided by financing activities was $2.8 billion in 2009 Net cash inflows included increases in

deposits of $2.9 billion and net proceeds from the issuance of common stock under our public equity offering of

$292.1 million Net cash outflows included our redemption of preferred stock under the CPP of $235 million and

repayments of other long-term debt of $102.6 million

Cash and cash equivalents at December 31 2009 were $3.5 billion

2008

Cash provided by operating activities was $165.7 million in 2008 which included net income before

noncontrolling interests of $55.1 million Significant adjustments for noncash items that increased cash provided

by operating activities included $100.7 million of provision for loan losses $28.5 million of depreciation and

amortization $14.8 million in net losses on investment securities and $13.6 million of share-based compensation

amortization Significant adjustments for noncash items that decreased cash provided by operating activities

included $31.5 million decrease in accrued compensation as result of actual 2008 annual financial results

being below our expectations $11.5 million of net changes in the fair value of derivatives and $8.5 million of

amortization of deferred warrant-related loan fees

Cash used for investing activities was $1.6 billion in 2008 Net cash outflows included net increase in

loans of $1.4 billion purchases of available-for-sale securities of $342.5 million purchases of non-marketable

securities of $167.2 million and purchases of premises and equipment of $8.5 million Net cash inflows included

proceeds from the sales maturities and pay downs of available-for-sale securities of $284.8 million and

non-marketable securities of $34.9 million
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Cash provided by financing activities was $3.2 billion in 2008 Net cash inflows included increases in

deposits of $2.9 billion net proceeds of $222.7 million from the issuance of our 2008 Convertible Notes note

hedge and warrant $235.0 million from the issuance of preferred stock and common stock warrant net capital

contributions from noncontrolling interests of $99.4 million and proceeds from the issuance of our common stock

and Employee Stock Purchase Plan ESPP of $32.8 million Net cash outflows included the settlement of our

2003 Convertible Notes of $149.7 million principal payments of other long-term debt of $51.3 million common

stock repurchases of $45.6 million and decreases in short-term borrowings of $27.9 million

Cash and cash equivalents at December 31 2008 were $2.4 billion

2007

Cash provided by operating activities was $174.0 million in 2007 which included net income before

noncontrolling interests of $148.9 million Significant adjustments for noncash items that increased cash

provided by operating activities included $24 million of depreciation and amortization $17 million related to

impairment of goodwill $16 million of provision for loan losses and $15 million of share based

compensation amortization Significant adjustments for noncash items that decreased cash provided by operating

activities included $46 million of net gains on investment secunties $13 million of net changes in the fair

value of denvatives $13 million of deferred income tax benefits and $7 million of amortization of deferred

warrant-related loan fees

Cash used for investing activities was $515 million in 2007 Net cash outflows included net increase in

loans of $688.9 million purchases of available-for-sale securities of $77.8 million purchases of non-marketable

securities of $110.3 million and purchases of premises and equipment of $12.9 million Net cash inflows

included proceeds from the sales maturities and pay downs of available-for-sale securities of $300.7 million and

non-marketable securities-of $62.3 million

Cash provided by financing activities was $392.1 million in 2007 Net cash inflows included increases in

deposits of $553.6 million net proceeds of $495.0 million from the issuance of senior and subordinated notes in

May 2008 capital contributions net of distributions from noncontrolling interests of $45.5 million and proceeds

from the issuance of common stock and the employee stock purchase plan of $31.2 million Net cash outflows

included pay downs of short-term borrowings of $593.5 million and common stock repurchases of $146.8

million

Cash and cash equivalents at December 31 2007 were $683.2 million

Capital Ratios

Both SVB Financial and the Bank are subject to capital adequacy- guidelines issued by the Federal Reserve

Board Under these capital guidelines the minimum total risk based capital ratio and Tier nsk based capital

ratio requirements are 10.0% and 6.0% respectively for well-capitalized depository institution Under the

same capital adequacy guidelines well-capitalized state member bank must maintain minimum Tier

leverage ratio of 5.0%. There is no Tier leverage requirement for holding company to be deemed well

capitalized

The Federal Reserve has not issued any minimum guidelines for the tangible common equity to tangible

assets ratio or the tangible common equity to risk-weighted assets ratio

The Federal Reserve Board has also established minimum capital leverage ratio guidelines for state member

banks The ratio is determined using Tier capital divided by quarterly average
total assets The guidelines

require minimum of 5.0% for well-capitalized depository institution
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Both the capital ratios of SVB Financial and the Bank were in excess of federal regulatory guidelines for

well-capitalized depository institution as of December 31 2009 2008 and 2007 See Note 20- Regulatory

Matters of the Notes to the Consolidated Financial Statements under Part II Item in this report for further

information Capital ratios for SVB Financial and the Bank are set forth below

December 31

2009 2008 2007

SVB Financial

Total risk-based capital ratio 19.94% 1.7.58% 16.02%

Tier risk-based capital ratio 15.45 12.51 11.07

Tier leverage ratio 9.53 13.00 11.91

Tangible common equity to tangible assets ratio 8.78 7.64 10.03

Tangible common equity to risk-weighted assets ratio 15.05 9.31 10.28

Bank

Total risk-based capital ratio 17.05% 13.79% 14.5 1%
Tier risk-based capital ratio 12.45 8.66 9.41

Tier leverage ratio 7.67 9.20 10.19

Tangible common equity to tangible assets ratio 7.50 7.38 9.52

Tangible common equity to risk-weighted assets ratio 12.53 8.58 9.30

See below for reconciliation of non-GAAP tangible common equity to tangible assets and tangible

common equity to risk-weighted assets

2009 compared to 2008

The increase in the total risk-based and Tier risk-based capital ratios for SVB Financial at December 31
2009 compared to December 31 2008 was primarily due to shift in the mix of assets to lower overall risk-

weighting driven by an increase in funds held at the Federal Reserve increases in investment securities balances

and decrease in loan balances Larger increases in the total risk-based and Tier capital ratios for the Bank

were affected by the same change in the mix of risk-weighted assets in addition to an increase in earnings from

operations and capital contribution from SYB Financial For both SVB Financial and the Bank decreases

in the Tier leverage ratio were reflective of our decision to utilize our own on-balance sheet deposit sweep

product and discontinue offering third-party off-balance sheet deposit product in late 2008 This decision

resulted in substantial increases in cash balances and deposit liabilities and thereby significant growth in the

balance sheet

2008 compared to 2007

The increase in the total risk-based Tier risk-based capital and Tier leverage ratios at December 31
2008 for SVB Financial compared to December 31 2007 was primarily due to our participation in the CPP
under which we received $235 million in exchange for issuing shares of Series Preferred Stock These

increases in both the Tier risk-based capital ratio and the Tier leverage ratio were partially offset by an

increase in average assets particularly due to deposit growth Increases in period end risk weighted assets at

December 31 2008 compared to December 31 2007 and increases in average assets in 2008 compared to 2007

at the Bank produced lower total risk-based Tier risk-based capital and Tier leverage ratios
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The tangible common equity to tangible assets ratio and the tangible common equity to risk-weighted assets

ratios are not required by GAAP or applicable bank regulatory requirements We believe these ratios provide

meaningful supplemental infoænation regarding our capital levels Our management uses and believes that

investors benefit from referring to these ratios in evaluating the adequacy of the Companys capital levels

however this financial measure should be considered in addition to not as substitute for or preferable to

comparable financial measures prepared in accordance with GAAP These ratios are calculated by dividing total

SVBFG stockholders equity by total assets or risk-weighted assets after reducing both amounts by acquired

intangibles and goodwill The manner in which these ratios are calculated varies among companies Accordingly

our ratios are not necessarily comparable to similar measures of other companies The following table provides

reconciliation of non-GAAP financial measures with financial measures defined by GAAP

Preferred stock

Goodwill

Intangible assets

Tangible common equity 914068 695438

GAAP total assets $12186203 9419440

Less

Goodwill

Intangible assets

Tangible assets $12186203
__________

Risk-weighted assets 7293332

Tangible common equity to tangible

assets 7.50%

Tangible common equity to risk-

weighted assets 12.53
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Non-GAAP tangible common equity and

tangible assets Dollars in thousands except

ratios

SVB Financial

December 31 December 31 December 31 December 31 December 31
2009 2008 2007 2006 2005

1128343 991356 676369 628514 569301

221185

4092 4092 21296 35638

665 1087 1632 1842

1127678 764992 670645 605376 533663

$12841399 $10018280 $6692171 $6081452 $5541715

4092 4092 21296 35638

665 1087 1632 1842

$12840734 $10013101 $6686447 $6058314 $5506077

7494498 8220447 $6524021 $5427655 $4833543

GAAP stockholders equity

Less

Preferred stock

Goodwill

Intangible assets

Tangible common equity

GAAP total assets

Less

Goodwill

Intangible assets

Tangible assets

Risk-weighted assets

Tangible common equity to tangible

assets

Tangible common equity to risk-

weighted assets

GAAP stockholders equity

Less

878% 7.64% 10.03%

15.05 9.31 10.28

Bank

9.99%

11.15

December 31 December 31
2009 2008

914068 695438

9.69%

11.04

December 31
2007

586949

586949

$6164111

$6164111

$6310721

9.52%

9.30

9419440

8109332

7.38%

8.58



2009 compared to 2008

For SVB Financial the tangible common equity to tangible assets ratio increased due primarily to an

increase in tangible equity resulting from our public offering during the fourth quarter of 2009 and an increase in

retained earnings This increase was partially offset by an increase in tangible assets on consolidated basis At

the Bank the tangible common equity to tangible asset ratio increased due to the capital contribution from SVB
Financial and an increase in retained earnings partially offset by an increase in tangible assets For both SVB
Financial and the Bank the increase in tangible common equity to risk-weighted asset ratio is reflective of the

higher concentration of lower risk-weighted assets

2008 compared to 2007

For SVB Financial the tangible common equity to tangible assets ratio decreased due to significant

increase in tangible assets on consolidated basis despite increases in tangible equity from retained earnings

growth For the Bank the tangible common equity to tangible asset ratio also decreased primarily due to

significant increase in tangible assets despite increases in retained earnings and capital contribution from SVB
Financial For both SVB Financial and the Bank the decrease in tangible common equity to risk-weighted asset

ratios resulted from relatively lower levels of tangible common equity compared to tangible assets

Off-Balance Sheet Arrangements and Aggregate Contractual Obligations

In the normal course of business we use financial instruments with off-balance sheet risk to meet the

financing needs of our customers These financial instruments include commitments to extend credit commercial
and standby letters of credit credit card guarantees and commitments to invest in private equity fund

investments These instruments involve to varying degrees elements of credit risk Credit risk is defined as the

possibility of sustaining loss because other parties to the financial instrument fail to perform in accordance with

the terms of the contract Please refer to the discussion of our off-balance sheet arrangements in Note 8Off-
Balance Sheet Arrangements Guarantees and Other Commitments of the Notes to Consolidated Financial

Statements under Part II Item in this report
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Contractual Obligations and Commercial Commitments

As of December 31 2009 we or the funds in which we have an ownership interest and manage had the

following unfunded contractual obligations and commercial commitments We do fbi have any material

commitments for capital expenditures as of December 31 2009

Dollars in thousands

Contractual obligations

Borrowings 895405

Non-cancelable operating leases net of income from

subleases 48472

Remaining unfunded cOmmitments to New Fund

Commitments 12 162101

Remaining unfunded commitments to other fund

investments

Remaining unfunded commitments to Partners for

GrowthLP

Remaining unfunded commitments to Partners for

Growth II LP 4950

Remaining unfunded commitments by Gold Hill

Venture Lending 03 LP

Remaining unfunded commitments to our

managed funds

SVB Strategic Investors Fund LP 1530

SVB Strategic Investors Fund II LP 3750

SVB Strategic Investors Fund IllLI 7650

SVB Strategic Investors Fund IV LP 11015

SVB Capital Preferred Return Fund LP 065

SVB CapitalNT Growth Fund LP 13363

Silicon Valley BancVentures LP 270

SVB Capital Partners II LP 456

SVB India Capital Partners LP 2945

SVB Capital Shanghai Yangpu Venture Capital

Fund LP _______
Total obligations attributable to SVBFG

Remaining unfunded commitments to private

equity funds by our consolidated managed

funds of funds

SVB Strategic Investors Fund LP

SVB Strategic Investors Fund II LP

SVB Strategic Investors Fund III LP

SVB Strategic Investors Fund IV LP

SVB Capital Preferred Return Fund LP

SVB CapitalNT Growth Fund LP ________

Total obligations to private equity funds by our

consolidated managed funds of funds

Payments Due By Period

Amount of Commitment Expiring Per Period

After

Total Less than year 1-3
years

4-5 years years

$5259108 $965252 $184476 33379

564380 31624 4592 1043

3677

_________________________-
After5

Total Less than year 1-3 years 4-5 years years

40660 $522218 $332527

10904

162101

46350 46350

9750 9750

17754 11466 8348

$539972 11466 $340875

.$

4950

1530

3750
7650

11015

1065

13363

270

456

2945

851

317610

6793
25143

128093

107345

41256
54100

851

$1209923

6793

25143
128093

107345

41256

54100

Dollars in thousands

362730 362730

Other commercial commitments

Commitments to extend credit

Standby letters of credit

Commercial letters of credit

$6442215

601639
3677
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See Note 7Investment Securities of the Notes to the Consolidated Financial Statements under Part II

Item in this report for further disclosure related to investment securities We make commitments to invest

in venture capital and pnvate equity funds which in turn make investments generally in or in some cases

make loans to privately held companies Commitments to invest in these funds are generally made for

ten-year period from the inception of the fund Although the limited partnership agreements governing these

investments typically do not restrict the general partners from calling 100% of committed capital in one

year it is customary for these funds to generally call most of the capital commitment over to years The

actual timing of future cash requirements to fund such commitments is generally dependent upon the

investment cycle overall market conditions and the nature and type of industry in which the privately held

companies operate

Represents unfunded commitments made by SVB Financial on behalf of certain new managed fund of funds

that we have formed or plan to form New Fund Commitments While we cannot provide any assurances

that we wilibe successful we intend to form additional new managed fund of funds to which we expect to

transfer most of such remaining unfunded commitments Upon transfer of these investments to the new

funds these investments are expected to be accounted for on an investment company fair value basis and

any underlying gains or losses would be recognized in earnings according to the ownership interests of all

participants in the fund including SVB Financial While the actual cash requirements of these New Fund

Commitments are dependent on various factors we currently expect capital calls of approximately $33

million during 2010

Item 7A Quantitative and Qualitative Disclosures about Market Risk

Interest Rate Risk Management

Market risk is defined as the risk of adverse fluctuations in the market value of financial instruments due to

changes in market interest rates Interest rate risk is our primary market risk and can result from timing and

volume differences in the repricing of our rate-sensitive assets and liabilities widening or tightening of credit

spreads and changes in the shape and level of the yield curve Other market risks include foreign currency

exchange risk and equity price risk These risks are not considered significant and no separate quantitative

information concerning them is presented herein

Interest rate risk is managed by the Asset/Liability Committee ALCO which is management

committee ALCO reviews sensitivities of assets and liabilities to changes in interest rates structural changes in

investment and funding portfolios loan and deposit activity and current market conditions Adherence to relevant

policies which are approved by the Finance Committee of our Board of Directors is monitored on an ongoing

basis

Management of interest rate risk is carried out primarily through strategies in-volving our investment

securities and funding portfolios In addition our policies permit off-balance sheet derivative instruments to

manage interest rate risk

We utilize simulation model to perform sensitivity analysis on the market value of portfolio equity and net

interest income under variety of interest rate scenarios balance sheet forecasts and proposed strategies The

simulation model provides dynamic assessment of interest rate sensitivity embedded in our balance sheet which

measures the potential volatility in forecasted results relating to changes in market interest rates over time We
review our interest rate risk position at minimum on quarterly basis
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Market Value of Portfolio Equity and Net Interest Income

One application of the aforementioned simulation model involves measurement of the impact of market

interest rate changes on our market value of portfolio equity MVPE MVPE is defined as the market value of

assets less the market value of liabilities adjusted for any off-balance sheet items second application of the

simulation model measures the impact of market interest rate changes on our net interest income Nil

The following table presents our MVPE and NIT sensitivity exposure at December 31 2009 and 2008

related to an instantaneous and sustained parallel shift in market interest rates of 100 and 200 basis points

respectively

Estimated increase/ Estimated increase

Estimated
decrease in MVPE

Estimad decrease in NI

Change in interest rates basis points MVPE Amount Percent Nil Amount Percent

Dollars in thousands

December 31 2009

200 $1491262 $37645 25% $515333 $75569 172%

100 1510211 18696 12 470398 30634 70

528 907 439 74
100 1567122 38215 25 424444 15320 35

-200 1626056 97149 6.4 406626 33138 7.5

December 31 2008

200 $1623746 $119253 7.9% $467955 57865 14.1%

100 1554708 50215 3.3 425970 15880 3.9

1504493 410090

400 1437606 66887 4.4 403890 6200 1.5

200 457 086 47 407 401 074 016

The estimated MVPE in the preceding table is based on discounted cash flow analysis using market

interest rates provided by independent broker/dealers and other publicly available sources that we deem reliable

These estimates are highly assumption-dependent and will change regularly as our asset/liability structure

changes as interest rate environments evolve and as we change our assumptions in response to relevant

circumstances These calculations do not reflect changes we may make to reduce our MVPE exposure in

response to change in market interest rates We expect to continue to manage our interest rate risk utilizing on

and off-balance sheet strategies as appropriate

As with any method of measuring interest rate risk certain limitations are inherent in the method of analysis

presented in the preceding table We are exposed to yield curve risk prepayment risk and basis risk which cannot

be fully modeled and expressed using the above methodology Accordingly the results in the preceding table

should not be relied upon as precise indicator of actual results in the event of changing market interest rates

Additionally the resulting MVPE and Nil estimates are not intended to represent and should not be construed to

represent the underlying value

Our base case MVPE at December 31 2009 increased from December 31 2008 by $24.4 million primarily

due to the overall growth in fixed income investment securities which grew by $2.6 billion from December 31

2008 to December 31 2009 reflecting investment of excess liquidity resulting from our continued growth in

deposits MVPE declined in simulated upward interest rate movements due to our significant growth in fixed

income investment securities which reduced our asset value in the up rate move MVPE increased in simulated

downward interest rate movements due to the historically low level of interest rates and changes in the balance

sheet mix Our simulation model embeds floors in our interest rate scenarios which prevent model benchmark

rates from resulting in negative rates In addition the growth in fixed income investment securities increases the

asset value in declining rate environment Given the low level of interest rates and the growth of fixed income
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investment securities these floors and fixed rate assets contributed to the higher MVPE in the down 100 and 200

basis point scenarios Current modeling assumptions maintain the SVB prime lending rate at its existing level

until the National Prime Index has been adjusted upward by minimum of .75 basis points to 4.0% however

these assumptions may change in future periods

Our expected 12-month Nil at December 31 2009 also increased from December 31 2008 by $29.7 million

due primarily to our balance sheet growing by $2.8 billion The .growth is principally attributed to large increases

in our noninterest-bearing deposit accounts rate sensitive cash equivalents and fixed income investment

securities NIT sensitivity increased in both the simulated upward and downward interest rate movements due

primarily to the large growth in the rate sensitive cash equivalents and noninterest-bearing deposits Other

contributing factors include changes in balance sheet mix changes in deposit repricing assumptions dramatic

steepening of the yield curve which causes our interest sensitive assets to reset sooner in the projected earnings

forecast and higher projected forward rate curve Actual changes in our deposit pricing strategies may differ

from our current model assumptions and may have an impact on our overall sensitivity
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders

SVB Financial Group

We have audited SVB Financial Group and subsidiaries theCompany internal control over financial

reporting as of December 31 2009 based on ºriteria established in Internal ControlIntegrated Framework

issued by the Committee of Sponsoring Organizations of the Treadway Commission COSO The Companys

management is responsible for maintaining effective internal cOntrol over financial reporting and for its

assessment of the effectiveness of internal control Over finanOial reporting included in the accompanying

Managements Report on Internal Control over Financial Reporting Item 9Ab Our responsibility istoexpress

an opinion on the effectiveness of the Companys internal control over financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight

Board United States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether effective internal control over financial reporting was maintained in all material respects Our

audit included obtaining an understanding of internal control over financial reporting assessing the risk that

material weakness exists and testing and evaluating the design and operating effectiveness of internal control

based on the assessed risk Our audit also included performing such other procedures as we considered necessary

in the circumstances We believe that our audit provides reasonable basis for our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles companys internal control over financial reporting

includes those policies and procedures that pertain to the maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and dispositions of the assets of the company provide reasonable

assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance

with generally accepted accounting principles and that receipts and expenditures of the company are being made

only in accordance with authorizations of management and directors of the company and provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the

companys assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect

misstatements Also projections of any evaluation of effectiveness to future periods are subject to the risk that

controls may become inadequate because of changes in conditions or that the degree of compliance with the

policies or procedures may deteriorate

In our opinion the Company maintained in all material respects effective internal control over financial

reporting as of December 31 2009 based on criteria established in Internal ControlIntegrated Framework

issued by the Committee of Sponsoring Organizations of the Treadway Commission COSO

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the consolidated balance sheets of the Company as of December 31 2009 and 2008 and the

related consolidated statements of income comprehensive income stockholders equity and cash flows for each

of the years in the three-year period ended December 31 2009 and our report dated March 2010 expressed an

unqualified opinion on those consolidated financial statements

Is KPMG LLP

San Francisco California

March 2010
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Item Consolidated Financial Statements and Supplementary Data

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders

SVB Financial Group

We have audited the accompanying consolidated balance sheets of SVB Financial Group and subsidianes

the Company as of December 31 2009 and 2008 and the related consolidated statements of income

comprehensive income stockholders equity and cash flows for each of the years in the three year period ended

December 31 2009 These consolidated financial statements are the responsibility of the Company
management Our responsibility is to express an opinion on these consolidated financial statements based on our

audits

We conducted our audits in accordance with the standards Of the Public Company Accounting Oversight
Board United States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit also includes examining on

test basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentation We believe that our audits provide reasonable basis for oUt

opinion

In our opinion the consolidated financial statements referred to above present fairly in all material respects
the financial position of the Company as of December 31 2009 and 2008 and the results of their operations and

their cash flows for each of the years in the three-year period ended December 31 2009 in conformity with U.S
generally accepted accounting principles

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the Companys internal control over financial reporting as of December 31 2009 based on
criteria established in Internal ControlIntegrated Framework issued by the Committee of Sponsoring

Organizations of the Treadway Commission COSO and our report dated March 2010 expressed an

unqualified opinion on the effectiveness of the Companys internal control over financial reporting

1st KPMG LLP

San Francisco California

March 2010
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SVB FINANCIAL GROUP AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31

6298988
53200

1292215

49722
332310

2305502

10331937
38755

41

389490

732907

5905

1128343

345767

1474110

$12841399

See accompanying notes to the consolidated financial statements

100

478392

2436725

1786100

5506253

107396

5398857

30589

4092

361917

$10018280

4419965

58133

1213086

53123

379200

1349965

7473472

62120

175553

995423

8706568

33

66201

709726

5789

991356

320356

1311712

$10018280

2009 2008

3454611 1958333

Dollars in thousands except par value and share data

Assets

Cash and due from banks

Federal funds sold securities purchased under agreements to resell and other short-

term investment securities

Cash and cash equivalents

Investment securities

Loans net of unearned income

Allowance for loan losses

Net loans

Premises and equipment net of accumulated depreciation and amortization

Goodwill

Accrued interest receivable and other assets

Total assets

Liabilities and total equity

Liabilities

Deposits

Noninterest-bearing demand

Negotiable order of withdrawal NOW
Money market

Money market deposits in foreign offices

Time

Sweep

Total deposits

Short-term borrowings

58242

3512853

4491752

4548094

72450

4475644

31736

329414

$12841399

Other liabilities
139947

Long-term debt
856650

Total liabilities 11367289

Commitments and contingencies Note 18

SVBFG stockholders equity

Preferred stock $0.001 par value 20000000 shares authorized no shares issued

and outstanding

Preferred stock Series Fixed Rate Cumulative Perpetual Preferred Stock

$1000 liquidation value per share 235000 shares authorized and 235000

shares issued and outstanding net of discount respectively

Common stock $0.00 par value 150000000 shares authorized 41338389

shares and 32917007 shares outstanding respectively

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income loss

Total SVBFG stockholders equity

Noncontrolling interests

Total equity

Total liabilities and total equity
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SVB FINANCIAL GROUP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Year ended December 31

Dollars in thousands except per share amounts 2009 2008 2007

Interest income

Loans $335806 $364192 $361903

Investment securities

Taxable 81536 58466 61303

Non-taxable 4094 4261 2364

Federal funds sold securities purchased under agreements to resell and other short-term investment

securities 9790 12572 17816

Total interest income 431226 439491 443386

Interest expense

Deposits 21346 23929 13285

Borrowings 27730 46967 54259

Total interest expense 49076 70896 .67544

Net interest income 382150 368595 375842

Provision for loan losses 90180 100713 16836

Net interest income after provision for loan losses 291970 267882 359006

Noninterest income

Foreign exchange fees 30735 33106 25750

Deposit service charges 27663 24110 15554

Client investment fees 21699 50498 51794

Letters of credit and standby letters of credit income 10333 12006 11115

Credit card fees 9314 6225 5802

Corporate finance fees 3640 14199

Losses gains on derivative instruments net 753 18505 23935

Losses gains on investment securities net 31209 14777 46724

Other 29961 19052 26096

Total noninterest income 97743 152365 220969

Noninterest expense

Compensation and benefits 189631 177315 213892

Professional services 46540 39480 32905

Premises and equipment 23270 22183 19756

Net occupancy 17888 17307 20829

FDIC assessments 17035 3451 708

Business development and travel 14014 15406 12263

Correspondent bank fees 8040 6628 5713

Impairment of goodwill 4092 17204

Loss from cash settlement of conversion premium of zero-coupon convertible subordinated notes 3858

Reduction of provision for unfunded credit commitments 1367 1252 1207
Other 24723 26007 24406

Total noninterest expense 343866 312887 346469

Income before income tax expense 45847 107360 233506

Income tax expense 35207 52213 84581

Net income before noncontrolling interests 10640 55147 148925

Net loss income attributable to noncontrolling interests 37370 19139 28596

Net income attributable to SVBFG 48010 74286 $120329

Preferred stock dividend and discount accretion 25336 707

Net income available to common stockholders 22674 73579 $120329

Earnings per common sharebasic 0.67 2.27 3.54

Earnings per common sharediluted 0.66 2.16 3.28

See accompanying notes to the consolidated financial statements
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SVB FINANCIAL GROUP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31

Dollars in thousands 2009 _2008 2007

Net income before noncontrolling interests 10640 55147 148925

Other comprehensive income net of tax

Cumulative translation losses gains

Foreign currency
translation gains losses 1497 3244 324

Related tax expense benefit 617 1331 129
Change in unrealized gains on available-for-sale investment securities

Unrealized holding gains 18083 1499 19321

Related tax expense 7368 627 8283
Reclassification adjustment for gains included in net income 168 2615 678

Related tax expense 69 1073 280

Other comprehensive income net of tax 11694 501 11631

Comprehensive income 22334 55648 160556

Net loss income attributable to noncontrolling interests 37370 19139 28596

Comprehensive income attributable to SVBFG 59704 74787 131960

See accompanying notes to the consolidated financial statements
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SVB FINANCIAL GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

Accumulated
Preferred Stock Common Stock Additional Other Total SVBFG

Paid-rn Retained Comprehensive Stockholders Noncontrolhng Total

Dollars in thousands Shares Amount Shares Amount
Capital Earnings Loss Income

Equity Interests Equity

Year ended December31 2006
34401 230 $34 4873 $641 528 $17 921 628 514 $166 015 794

Cumulative effect of
adopting ASC 470-20 APBNo 14-I

1010 jj
133

Balance at January 2007 $_ 23O $34 21 $628381 $166015 $794396

Common stock issued under employee benefit
plans net of restricted stock cancellations ...

1184374 31212
31213

31213

Income tax benefit from stock options exercised
vesting of restricted stock and other -_

8856
8856

8856

Net income

120329
120329 28596 148925

Capital calls and distributions net

37148 37148

Change in ownership interest due to
subsequentfund

closing transactions

8343 8343

Net change in unrealized
gain on

availableforsale investment securities net of
tax

11436 11436 11436

Foreign currency translation adjustments net of
tax

195 195
195

Common stock repurchases

2915047 64302 82450
146754

146754

Stock-based compensation expense under ASC
718 SFAS No 123R

15476
15476

15476

Income tax benefit from original issue discount
related to our zero-coupon convertible

subordinated notes

6552
6552

6552

Other-net

490 195
685

685

Year ended December 31 2007
32670557 $33 13167 $669459 6290 676369 $240102 916471

Conmion stock issued under employee benefit
plans net of restsjcted stock cancellations

1251078 32805
32806 32806

Preferred stock and common stock warrant issued
under the Treasurys Capital Purchase
Program

235000 221066
13934

235000
235000

Income tax benefit from stock
options exercised

7258
7258

7258

Net income loss

74286
74286 19139 55147

Capital calls and distributions net

99393 99393

Net change in unrealized gain on
avajlable-forsale investment

securities net of
tax

2414 2414
2414

Foreign currency translation
adjustments net of

tax

1913 1913 1913

Proceeds from cash exercise of call option on

Net cost of convertible note hedge and warrant

zero-coupon convertible subordinated notes

3858
3858

3858agreement related to 3.875%
convertible senior

notes

20550
20550 20550

Common stock
repurchases

1004628 12322 33294 45617 45617

Stock-based
compensation expense under ASC

718 SPAS No 123R
13926

13926
13926

Income tax benefit from
original issue discount

related to our zero-coupon convertible

subordinated notes and 3.875% cOnvertible
senior notes

12912
l29t2

Preferred stock dividend and discount
accretion

119
707 588

Other-net

18Year ended December 31 2008
32917007 $33 Jj9 j56Common stock issued under employee benefit

plans net of restricted stock cancellations

Redemption of preferred stock issued under the

Treasurys Capital Purchase Program 235000 235000Income tax expense from stock
options exercised

vesting of restricted stock and other
Net income loss

Capital calls and distributions net
Net change in unrealized gain on

available4orsale investment
securities net of

tax

Foreign
currency translation adjustments net of

tax

Common stock issued in public offering
7965568Stock-based compensation expense under ASC

718 SFAS No 123R
Income tax benefit from original issue discount

related to 3.875% convertible senior notes
Preferred stock dividend and discount

accretion

13815Other-net

Year ended December 31 2009
41338389 $41

455814 5873

$320356

37370
62781

1309
48010

292099

14670

5873

235000

1309
48010

10814

12912

588
1195

1712

5873

235000

1309
10640

62781

10814
10814

880 880
880

292107
292107

14670
14670

10745
10745

1211

$389490

25336
507

$732907 5905

See
accompanying notes to the Consolidated financial statements
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1718

$1128343

10745

$345767

11521
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SVB FINANCIAL GROUP AND SUBSIDIARIES

CONSOLIDATE STATEMENTS OF CASI FLOWS
Year ended December 31

Dollars in thousands
2009 2008 2007

Cash flows from operating activities

Net income before noncontrolling interests 10640 55147 148925

Adjustments to reconcile net income to net cash provided by operating activities

Impairmentof goodwill
4092 17204

Loss from cash settlement of convertion-premium of zero-coupon convertible subordinated notes 3858

Provision for loan losses
90180 100713 16836

Reduction of provision for unfunded credit commitments 1367 1252 1207

Changes in fair values of derivatives net 350Q 11464 13801

Losses gains on investment securities net
31209 14777 46724

Depreciation and amortization
35392 2471 24541

Tax benefit of original issue discount 10745 5210 3395

Tax expense benefit from stock exercises
1767 1436 1672

Amortization of share-based compensation
14784 13606 15131

Amortization of deferred warrant-related loan fees 8378 8541 7553

Deferred income tax expense benefit
2094 3572 12973

Loss on sale of and valuation adjustments to other real estate owned property
131 371 1524

Changes in other assCts and liabilities

Accrued interest net
9988 4690 420

Accounts receivable
1609 3267 210

Income tax receivable net
14769 181 3703

Prepaid FDIC assessments
28178

Accrued compensation
1916 31527 18977

Foreign exchange spot contracts net
6689 1567 10663

Other net .. 4100 4595 6532

Net cash provided by operating activities
131056 165715 173991

Cash flows from investing activities

Purchases of available-for-sale securities 3325235 342455 77764

Proceeds from sales of available-for-sale securities
3569 4925 10280

Proceeds from maturities and pay downs of available-for-sale securities 712396 279895 290411

Purchasesof nonmarketable securities cost and equity method accounting 57477 57742 28432

Proceeds from sales of nonmarketable securities cost and
equity

method accounting 5191 8843 17394

Proceeds from nonmarketable securities cost and equity
method accounting 2947 11945

Purchases of nonmarketable securities investment fair value accounting 67369 109413 81852

Proceeds from sales of nonmarketable securities investment fair value accounting 18509 23127 32971

Net decrease increase in loans
805477 1405258 688918

Proceeds from recoveries of charged-off loans
18444 7205 7088

Proceeds from sale of otler real estate owned 899 287 4618

Payment for acquisition
of intangibles net of cash acquired

395

Purchases of
premises

and equipment
15963 8544 12852

Net cash used for investing activities
1901559 1596183 515506

Supplemental disclosures

Cash paid during the period for

Interest

Income taxes

Noncash items during the period

Preferred stock dividends accrued not yet paid

Additions to other real estate owned

Unrealizedgains on available-for-sale securities net of tax

Net change in fair value of interest rate swaps

See accompanying notes to the consolidated financial statements
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588$
2373

10715 872 11038

47247 73947 20951

Cash flows from financing activities

Net increase in depositi

Principal payments of other long-term
debt

Decrease in short-term borrowings

Net payments for settlement of zero-coupon convertible subordinated notes

Proceeds from the issuance of senior and subordinated notes net of issuance costs

Proceeds from the issuance of 3.875% convertible senior notes note hedge and warrant net of issuance costs

Capital contributions from noncontrolling interests net of distributions

Tax benefit from stock exercises ..
Dividends paid on preferred

stock

Proceeds from issuance of common stock and Employee Stock Purchase Plan

Repurchases of common stock

Proceeds from the issuance of preferred stock and common stock warrant under the Capital Purchase Program

Proceeds from the issuance of common stock under our public equity offering net of issuance costs

Redemption of prefetTed stock under the Capital Purchase Program

Net cash provided by fmancing activities

Net increase in cash and cash equivalents

Cash and cash equivalents aç beginning of year

Cash and cash equivalents at end of year

2858465 2862264 553578

102578 51266
23365 27880 593

l4q732 100
495030

222686

62781 99393 45491

458 7184

12110
5873 32805 31212

45617 146754
235000

292107

235000

2846631 3184019 392104

1076128 1753551 50589

2436725 683174 632585

3512853 -$ 243675 683174

50017 67581 61565

39050 37500 83669



SVB FINANCIAL GROUP AND SUBSIIMARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Nature of Business

SVB Financial Group SVB Financial or the Parent is diversified financial services company as well as

bank holding company and financial holding company SVB Financial was incorporated in the state of Delaware

in March 1999 Through our various subsidiaries and divisions we offer variety of banking and financial products

and services to support our clients of all sizes and stages throughout their life cycles In these notes to our

consolidated fmancial statements when we refer to SVB Financial Group the Company we our us or

use similar words we mean SVB Financial Group and all of its subsidiaries collectively including Silicon Valley

Bank the Bank unless the context requires otherwise When we refer to SVB Financial or the Parent we are

referring only to the parent company SVB Financial Group unless the context requires otherwise

We offer commercial banking products and services through oUr principal subsidiary the Bank which is

California-chartered bank founded in 1983 and member of the Federal Reserve System Through its

subsidiaries the Bank also offers brokerage investment advisory and asset management services We also offer

non-banking products and services such as funds management private equity investment and equity valuation

services through our other subsidiaries and divisions We primarily focus on serving corporate clients in the

following niches technology life sciences venture capitallprivate equity and premium wine Our corporate

clients range in size and stage of maturity Additionally we focus on cultivating strong relationships with finns

within the venture capital and private equity community worldwide many of which are also our clients and may
invest in our corporate clients

We are headquartered in Santa Clara California and operate through 27 offices in the United States as well

as offices internationally in China India Israel and the United Kingdom

For reporting purposes SVB Financial Group has four operating segments for which we report financial

information in this report Global Commercial Banking Relationship Management SVB Capital and OtheE

Business Services Financial information results of operations and description of the services provided by our

operating segments are set forth in Note 21Segment Reporting in this report and in Managements
Discussion and Analysis of Financial Condition and Results of OperationsOperating Segment Results under

Part II Item of this report

In July 2007 we reached decision to cease operations at SVB Alliant our investment banking subsidiary

which provided advisory services in the areas of mergers and acquisitions corporate finance strategic alliances

and private placements After completion of the remaining client transactions operations at SVB Alliant were

ceased as of March 31 2008 Accordingly SVB Alliant was no longer reported as an operating segment as of the

second quarter of 2008 We have not presented the results of operations of SVB Alliant in discontinued

operations for any period presented based on our assessment of the materiality of SVB Alliant results to our

consolidated results of operations

Summary of Significant Accounting Policies

Use of Estimates and Assumptions

The preparation of consolidated financial statements in conformity with generally accepted accounting

principles in the United States of America GAAP requires management to make estimates and assumptions

that affect the reported amounts of assets and liabilities the disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenues and expenses during the reporting period

Actual results could differ from those estimates Estimates may change as new information is obtained

Significant items that are subject to such estimates include the valuation of non-marketable securities the
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adequacy of the allowance for loan losses valuation of equity warrant assets the recognition and measurement of

income tax assets and liabilities the adequacy of the reserve for unfunded credit commitments and valuation of

share-based compensation

Principles of Consolidation and Presentation

Our consolidated financial statements include the accounts of SVB Financial Group and our majority-owned

subsidiaries and variable interest entities VIEs for which we are the primary beneficiary All significant

intercompany accounts and transactions have been eliminated

We determine whether we have controlling financial interest in an entity by evaluating whether the entity

is VIE for which we are the primary beneficiary We consider the following factors in evaluating whether our

involvement with the VIE is significant and designates us as the primary beneficiary

The aggregate indirect and direct variable interest absorbs 50% or more of VIE expected losses

expected residual returns or both and/or

The VIEs business activities involve or are conducted substantially on our behalf

We reassess our initial evaluation of an entity as VIE and our initial determination of whether we are the

primary beneficiary of VIE upon the occurrence of certain reconsideration events For 2009 there were no

changes to our conclusions We have not provided financial or other support during the periods presented to any

VIE that we were not previously contractually required to provide We are variable interest holders in certain

partnerships for which we are the primary beneficiary

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand cash balances due from banks interest-earning deposits

federal funds sold securities purchased under agreements to resell and other short-term investment securities For the

consolidated statements of cash flows we consider cash equivalents to be investments that are readily convertible to

known amounts of cash so near to their maturity that they present an insignificant risk of change in fair value due to

changes in market interest rates and purchased in conjunction with our cash management activities

Investment Securities

Marketable Securities

Our marketable securities consist of available-for-sale debt and equity securities that we carry at fair value

Unrealized gains and losses on available-for-sale securities net of applicable taxes are reported in accumulated

other comprehensive income which is separate component of SVBFGs stockholders equity until realized

Marketable securities accounted for under investment company fair value accounting are also included in this

category

We analyze marketable securities for other-than-temporary impairment each quarter Market valuations

represent the current fair value of security at specified point in time and do not represent the risk of

repayment of the principal due to our ability to hold the security to maturity Gains and losses on securities are

only realized upon the sale of the security prior to maturity credit downgrade represents an increased level of

risk of other-than-temporary impairment and will only be recognized if we assess the downgrade to challenge

the issuers ability to service the debt and to repay the principal at contractual maturity
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For debt securities we recognize other-than-temporary impairment in accordance with new provisions in ASC

320 InvestmentsDebt and Equity Securities We adopted this new accounting guidance for recognizing other-

than-temporary impairment on debt securities on April 12009 Under the new guidance we separate the amount of

the other-than-temporary impairment into the amount that is credit related credit loss component and the amount

due to all other factors The credit loss component is recognized in earnings and is the difference between

securitys amortized cost basis and the present value of expected future cash flows discounted at the securitys

effective interest rate The amount due to all other factors is recognized in other comprehensive income

There are numerous factors to be considered when estimating whether credit loss exists and the period

over which the debt security is expected to recover The following list is not meant to be all inclusive All of the

following factors shall be considered

The length of time and the extent to which the fair value has been less than the amortized cost basis

severity and duration

Adverse conditions specifically related to the security an industry or geographic area for example

changes in the financial condition of the issuer of the security or in the case of an asset-backed debt

security changes in the financial condition of the underlying loan obligors Examples of those changes

include any of the following

Changes in technology

The discontinuance of segment of the business that may affect the future earnings potential of

the issuer or underlying loan obligors of the security and

Changes in the quality of the credit enhancement

The historical and implied volatility of the fair value of the security

The payment structure of the debt security and the likelihood of the issuer being able to make payments

that increase in the future

Failure of the issuer of the security to make scheduled interest or principal payments

Any changes to the rating of the security by rating agency and

Recoveries or additional declines in fair value after the balance sheet date

In accordance with ASC 310-20 ReceivablesNonrefundable Fees and other Costs formerly known as

Statement of Financial Accounting Standards SFAS No 91 we use actual principal prepayment experience

to calculate the constant effective yield necessary to apply the effective interest method in the amortization of

purchase discounts or premiums on mortgage backed secunties Estimates of future principal prepayments

provided by third party market data vendors are used in addition to actual principal prepayment experience to

calculate the constant effective yield necessary to apply the effective interest method for the amortization of

purchase discounts or premiums on residential mortgage backed securities and commercial mortgage backed

securities

Amortization of premiums and accretion of discounts on all other debt securities is calculated based on the

contractual terms of the underlying investment securities primarily using the straight-line method which does not

vary materially from the effective interest method

Non-Marketable Securities

Non-marketable securities include investments in private equity and venture capital funds sponsored debt

funds direct equity investments in companies and low income housing tax credit funds Our accounting for

investments in non-marketable securities depends on several factors including the level of ownership/control and

the legal structure of the subsidiary making the investment As further described below we base our accounting

for such securities on investment company fair value accounting ji equity method accounting or iii cost

method accounting
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Investment Company Fair Value

Our non-marketable securities recorded pursuant to investment company fair value accounting consist of

our investments through the following funds

Funds of funds which make investments in venture capital and private equity funds

Co-investment funds which make equity investments in privately held companies and

sponsored debt fund which provides secured debt primarily to mid-stage and late-stage clients

summary of our ownership interests in the investments held under investment company fair value

accounting is presented in the following table

Company Ownership in

Limited Partnership Limited Partnership

Funds of Funds

SVB Strategic Investors Fund LP 12.6%

SVB Strategic Investors Fund II LP 8.6

SVB Strategic Investors Fund III LP 5.9

SVB Strategic Investors Fund IV LP 5.0

SVB Capital Preferred Return Fund LP 20.0

SVB CapitalNT Growth Partners LP 33.0

Co-Investment Funds

Silicon Valley BancVentures LP 10.7

SVB Capital Partners II LP 5.1

SVB India Capital Partners LP 14.4

Sponsored Debt Funds

Partners for Growth LP 50.0

NoteEntitys results of operations and financial condition are included in the consolidated financial statements

of SVB Financial Group net of noncontrolling interests

The general partner of SVB Strategic Investors Fund LP SIF SVB Strategic Investors LLC is owned

and controlled by SVB Financial and has an ownership interest of 12.6% in SW The general partner of

SVB Strategic Investors Fund II LP SW II SVB Strategic Investors II LLC is owned and controlled by

SVB Financial and SVB Financial has an ownership interest of 6% in SIF II The general partner of

SVB Strategic Investors Fund III LP SIF III SVB Strategic Investors III LLC is owned and controlled

by SVB Financial and SVB Financial has an ownership interest of 5.9% in SIF III The general partner of

SVB Strategic Investors Fund IV LP SIF IV SVB Strategic Investors IV LLC is owned and controlled

by SVB Financial and SVB Financial has an ownership interest of 5.0% in SIF IV The limited partners of

these funds do not have substantive participating or kick-out rights. Therefore SIF SIF II SIF III and

SIF IV are consolidated and any gains or losses resulting from changes in the estimated fair value of the

investments are recorded as investment gains or losses in our consolidated net income

The general partner of SVB Capital Preferred Return Fund LP PRF and SVB CapitalNT Growth

Partners LP NTGP SVB Growth Investors LLC is owned and controlled by SVB Financial and has an

ownership interest of 20.0% and 33.0% in PRF and NTGP respectively The limited partners of these funds

do not have substantive participating or kick-out rights Therefore PRF and NTGP are consolidated and any

gains or losses resulting from changes in the estimated fair value of the investments are recorded as

investment gains or losses in our consolidated net income

The general partner
of Silicon Valley BancVentures LP SVBV Silicon Valley BancVentures Inc is

owned and controlled by SVB Financial and has an ownership interest of 10.7% in SVBV The general

108



SVB FINANCIAL GROUP AND SUBSWARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSContinued

partner of SVB Capital Partners II LP SCPH SYB Capital Partners II LLC is owned and controlled by

SVB Financial and SVB Financial has air ownership interest of 1.3% in SCPII As of December 31 2009

SVB Strategic Investors Fund II LP has 43.7% ownership in SCPII The general partner of SVB India

Capital Partners LP SICP SVB India Management LLC is owned and controlled by SVB Financial

and SVB Financial has an ownership interest of 14.4% in SICP The limited partners of these funds do not

have substantive participating or kick-out rights Therefore SVBV SCPII and SICP are consolidated and

any gains or losses resulting from changes in the estimated fair value of the investments are recorded as

investment gains or losses in our consolidated net income

The general partner of Partners for Growth LP Partners for Growth LLC is not owned or controlled by

SVB Financial The limited partners of this fund have substantive kick-out rights by which the general

partner may be removed without cause by simple majority vote of the limited partners SVB Financial has

an ownership interest of slightly more than 50.0% in Partners for Growth LP Accordingly the fund is

consolidated and any gains or losses resulting from changes in the estimated fair value of the investments

are recorded as investment gains or losses in our consolidated net income

Under investment company accounting investments are carried at estimated fair value based on financial

information obtained as the general partner of the fund or obtained from the funds respective general partner

For direct private company investments valuations are based upon consideration of range of factors including

but not limited to the price at which the investment was acquired the term and nature of the investment local

market conditions values for comparable securities current and projected operating performance exit strategies

and financing transactions subsequent to the acquisition of the investment For our fund investments we utilize

the net asset value per share as obtained from the general partners of the fund investments as the funds do not

have readily determinable fair value and the funds prepare their financial statements using guidance consistent

with investment company fair value accounting We account for differences between our measurement date and

the date of the fund investments net asset value by using the most recent available financial information from the

investee general partner for example September 30th for our December 31st consolidated financial statements

adjusted for any contributions paid during the fourth quarter distributions received from the investment during

the fourth quarter or significant fund transactions or market events For investments that have significant

impact on our financial statements we have communications with the fund managers to determine whether there

are significant changes to net asset value that have occurred since the funds last reporting date and make the

necessary adjustments to our financial statements Gains or losses resulting from changes in the estimated fair

value of the investments and from distributions received are recorded as investment gains or losses in our

consolidated net income The portion of any investment gains or losses attributable to the limited partners is

reflected as net loss income attributable to noncontrolling interests and adjusts SVB Financials net income to

reflect its percentage ownership

Equity Method

Our equity method non marketable securities consist of debt funds and several qualified affordable housing

tax credit funds Our equity method non-marketable securities and related accounting policies are described as

follows

Equity securities such as preferred or common stock in privately-held companies in which we hold

voting interest of at least 20% but less than 50% or in which we have the ability to exercise significant

influence over the investees operating and financial policies are accounted for under the equity

method

Investments in limited partnerships in which we own more than 5% but less than 50% orin which we

have the ability to exercise significant influence over the partnerships operating and financial policies

are accounted for using the equity method
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Our sponsored debt funds are in Gold Hill 03 Funds GHLLC Partners for Growth II LP Gold Hill Capital

2008 LP and Gold Hill Capital 2008 LLC all of which either directly or indirectly provide financing to

privately-held companies in the form of loans and equity investments These entities exceed the 5% ownership

interest threshold and accordingly are accounted for under the equity method

We invest in several qualified affordable housing projects which provide us benefits in the form of tax

credits These investments are accounted for using the equity method

We recognize our proportionate share of the results of operations of these equity method investees in our

results of operations based on the most current financial information available from the investee We review our

investments accounted for under the equity method at least quarterly for possible other-than-temporary

impairment Our review typically includes an analysis of facts and circumstances for each investment the

expectations of the investments future cash flows and capital needs variability of its business and the

companys exit strategy We reduce our investment valUe when we consider declines in value to be other-than-

temporary and recognize the estimated loss as loss on investment securities component of noninterest

income

Cost Method

Our cost method non-marketable securities and related accounting policies are described as follows

Equity securities such as preferred or common stock in privately-held companies in which we hold an

ownership interest of less than 20% and in which we do not have the ability to exercise significant

influence over the investees operating and financial policies are accounted for under the cost method

Investments in limited partnerships in which we hold an ownership interest of less than 5% and in

which we do not have the ability to exercise significant influence over the partnerships operating and

financial policies are accounted for under the cost method These non-marketable securities include

investments in venture capitallprivate equity funds

We record these investments at cost and recognize as income distributions or returns received from net

accumulated earnings of the investee since the date of acquisition Our share of net accumulated earnings of the

investee after the date of investment are recognized in consolidated net income only to the extent distributed by

the investee Distributions or returns received in excess of accumulated earnings are considered return of

investment and are recorded as reductions in the cost basis of the investment

We review our investments accounted for under the cost method at least quarterly for possible other-than-

temporary impairment Our review typically includes an analysis of facts and circumstances of each investment

the expectations of the investments future cash flows and capital needs variability of its business and the

companys exit strategy We reduce our investment value when we consider declines in value to be other-than-

temporary and recognize the estimated loss as loss on investment securities component of noninterest

income

Gains or losses on cost method investment securities that result from portfolio company being acquired by

publicly traded company are marked to market wheC the acquisition occurs The resulting gains or losses are

recognized into consolidated net income on that date Further fluctuations in the market value of these equity

securities which are classified as available-for-sale securities are excluded from consolidated net income and are

reported in accumulated other comprehensive income net of applicable taxes component of stockholders

equity Upon the sale of these equity securities to third party gains and losses which are measured from the

acquisition value are recognized in our consolidated net income
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Loans

Loans are reported at the principal amount outstanding net of unearned loan fees Unearned loan fees reflect

unamortized deferred loan origination and commitment fees net of unamortized deferred loan origination costs

In addition to cash loan fees we often obtain equity warrant assets to purchase position in client companys
stock in consideration for providing credit facilities The grant date fair values of these equity warrant assets are

deemed to be loan fees and are deferred as unearned income and recognized as an adjustment of loan yield

through loan interest income The net amount of unearned loan fees is amortized into loan interest income over

the contractual terms of the underlying loans and commitments using the constant effective yield method

adjusted for actual loan prepayment experience or the straight-line method as applicable

Allowance for Loan Losses

The allowance for loan losses is established through provision for loan losses charged to expense to

provide for credit risk Our allowance for loan losses is established for estimated loan losses that are probable but

not yet realized The process of estimating loan losses is imprecise The evaluation process we use to estimate the

required allowance for loan losses is described below

We maintain systematic process for the evaluation of individual loans and pools of loans for inherent risk

of loan losses On quarterly basis each loan in our portfolio is assigned credit risk rating and client niche

Credit risk-ratings are assigned on scale of to 10 with representing loans with low risk of nonpayment

representing loans with the highest risk of nonpayment and 10 representing loans which have been charged-

off This credit risk-rating evaluation
process includes but is not limited to consideration of such factors as

payment status the financial condition of the borrower borrower compliance with loan covenants underlying

collateral values potential loan concentrations and general economic conditions Our policies require

committee of senior management to review at least quarterly credit relationships that exceed specific dollar

values Our review process evaluates the appropriateness of the credit risk rating and allocation of the allowance

for loan losses as well as other account management functions The allowance for loan losses is based on

formula allocation for similarly risk-rated loans by client industry sector and individually for impaired loans as

determined by ASC 310 Receivables formerly known as SFAS No 114

Our evaluation
process

is designed to determine the adequacy of the allowance for loan losses We assess

the risk of losses inherent in the loan portfolio by utilizing modeling techniques For this purpose we have

developed statistical model based on historical loan loss migration to estimate an appropriate allowance for

outstanding loan balances In addition we apply macro allocation to the results of the aforementioned model to

ascertain the total allowance for loan losses This macro allocation is calculated based on managements

assessment of the risks that may lead to future loan loss experience different from our historical loan loss

experience

While the evaluation process of our allowance for loan losses uses historical and other objective

information the classification of loans and the establishment of the allowance for loan losses rely to great

extent on the judgment and experience of our management

Uncollectible Loans and Write-offs

Loans are considered for full or partial charge-offs in the event that principal or interest is over 180 days

past due the loan lacks sufficient collateral and it is not in the process of collection We also consider writing off

loans in the event of any of the following circumstances the impaired loan balances are not covered by the

value of the source of repayment the loan has been identified for charge-off by regulatory authorities and

any overdrafts greater than 90 days
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Other Real Estate Owned

Loans secured by real estate are transferred to Other Real Estate Owned OREO at the time of

foreclosure OREO is carried on our balance sheet at the lower of the recorded investment in the loan or the fair

value of the property
foreclosed upon less estimated costs of disposal Upon transfer of loan to OREO an

appraisal is obtained and any excess of theloan balance over the fair value of the property less estimated costs of

disposal is charged against the allowance for loan losses Revenues and expenses
associated with OREO and

subsequent adjustments to the fair value of the property and to the estimated costs of disposal are realized and

reported as component of noninterest expense when incurred OREO of $0.2 million and $1.3 million at

December 31 2009 and 2008 respectively is included in other assets

Reserve for Unfunded Credit Commitments

We record liability for probable and estimable losses associated with our unfunded credit commitments

being funded and subsequently being charged off Each quarter every unfunded client credit commitment is

allocated to credit risk-rating category in accordance with each clients credit risk rating We use the historical

loan loss factors described under our allowance for loan losses to calculate the loan loss experience if unfunded

credit commitments are funded Separately we use historical trends to calculate probability of an unfunded

credit commitment being funded We apply the loan funding probability factor to risk-factor adjusted unfunded

credit commitments by credit risk-rating to derive the reserve for unfunded credit commitments The reserve for

unfunded credit commitments also includes certain macro allocations as deemed appropriate by our management

We reflect the reserve for unfunded credit commitments in other liabilities and the related provision in other

expenses

Nonaccrual Loans

We measure the impairment of loan based upon the present value of expected future cash flows discounted

at the loans effective interest rate except that as practical expedient we may measure impairment based on the

loans observable market price or the fair value of the collateral if the loan is collateral dependent loan is

considered impaired when based upon currently known information it is deemed probable that we will be

unable to collect all amounts due according to the contractual terms of the agreement

Loans are placed on nonaccrual status when they become 90 days past due as to principal or interest

payments unless the principal and interest are well secured and in the process of collection or when we have

determined based upon currently known information that the timely collection of principal or interest is

doubtful or when the loans otherwise become impaired

When loan is placed on nonaccrual status the accrued interest is reversed against interest income and the

loan is accounted for on the cash or cost recovery
method thereafter until qualifying for return to accrual status

Generally loan will be returned to accrual status when all delinquent principal and interest become current in

accordance with the terms of the loan agreement and full collection of the principal and interest appears probable

If it is determined that the value of an impaired loan is less than the recorded investment in the loan net of

previous charge-offs and payments collected we recognize impairment through the allowance for loan losses as

determined by our analysis

Standby Letters of Credit

We recognize liability at the inception of standby letter of credit equivalent to the premium or the fee

received for such guarantee
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Premises and Equipment

Premises and equipment are reported at cost less accumulated depreciation and amortization Depreciation

and amortization are computed using the straight line method over the estimated useful lives of the assets or the

terms of the related leases whichever is shorter The maximum estimated useful lives by asset classification are

as follows

Leasehold improvements Lesser of lease term or asset life

Furniture and equipment years

Computer software 3-7 years

Computer hardware 3-5 years

We capitalize the costs of computer software developed or obtained for internal use including costs related

to developed software purchased software licenses and certain implementation costs

For property and equipment that is retired or otherwise disposed of the cost and related accumulated

depreciation are removed from the accounts and the resulting gain or loss is included in noninterest expense in

consolidated net income We had no capitalized lease obligations at December 31 2009 and 2008

Lease Obligations

We lease all of our properties At the inception of the lease each property is evaluated to determine whether

the lease will be accounted for as an operating or capital lease We do not have any capital leases For leases that

contain rent escalations or landlord incentives we record the total rent payable during the lease term using the

straight-line method over the term of the lease and record the difference between the minimum rents paid and the

straight-line rent as lease obligations

Goodwill

Goodwill which arises when the purchase price exceeds the assigned value of the net assets of an acquired

business represents the value attributable to unidentifiable intangible elements being acquired

On an annual basis or as circumstances dictate our management reviews goodwill and evaluates events or

other developments that may indicate impairment in the carrying amount The impairment tests for goodwill are

performed at the reporting unit level and require us to perform two-step impairment test First we compare the

aggregate fair value of our reporting unit to its carrying amount including goodwill If the fair value exceeds the

carrying amount no impairment exists If the carrying amount of the reporting unit exceeds the fair value then

we perform the second step of the impairment test in order to determine the implied fair value of the reporting

units goodwill We estimate the reporting units implied fair value by using discounted cash flow approach

These estimates involve many assumptions including expected results of operations and assumed discount rates

These discount rates are based on standard industry practice taking into account the expected equity risk

premium the size of the business and the probability of the reporting unit achieving its financial forecasts If the

carrying amount of the reporting units goodwill exceeds the implied fair value then goodwill impairment is

recognized by writing goodwill down to the implied fair value

Events that may indicate goodwill impairment include significant or adverse changes in results of operations

of the business economic or political climate an adverse action or assessment by regulator unanticipated

competition and more-likely-than-not expectation that reporting unit will be sold or disposed of

113



SVB FINANCIAL GROUP AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSContinued

Fair Value Measurements

Our marketable investment securities non-marketable investment securities and derivative instruments are

financial instruments recorded at fair value on recurring basis We make estimates regarding valuation of assets

and liabilities measured at fair value in preparing our consolidated financial statements

Fair Value MeasurementDefinition and Hierarchy

ASC 820 Fair Value Measurements and Disclosures formerly known as SFAS No 157 defines fair value

as the price that would be received to sell an asset or paid to transfer liability the exit price in an orderly

transaction between market participants at the measurement date Fair value is market-based measure

considered from the perspective of market participant who holds the asset or owes the liability rather than an

entity-specific measure

ASC 820 establishes three level hierarchy for disclosure of assets and liabilities recorded at fair value The

classification of assets and liabilities within the hierarchy is based on whether the inputs to the valuation

methodology used for measurement are observable or unobservable Observable inputs reflect market-derived or

market based information obtained from independent sources while unobservable inputs reflect our estimates

about market data The three levels for measuring fair value are based on the reliability of inputs and are as

follows

Level Valuations based on quoted prices in active markets for identical assets or liabilities that we

have the ability to access Valuation adjustments and block discounts are not applied to

instruments utilizing Level inputs Since valuations are based on quoted prices that are

readily and regularly available in an active market valuation of these products does not

entail significant degree of judgment

Assets utilizing Level inputs include exchange-traded equity securities

Level Valuations based on quoted prices in markets that are not active or for which all significant

inputs are observable directly or indirectly

Assets and liabilities utilizing Level inputs include U.S treasury and agency securities

mortgage-backed securities collateralized mortgage obligations commercial mortgage

backed securities municipal bonds and notes Over-the-Counter OTC derivative

instruments foreign exchange forwards and option contracts interest rate swaps related to

our senior notes subordinated notes and junior subordinated debentures and equity

warrant assets for shares of public company capital stock

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

Assets utilizing Level inputs include limited partnership interests in private equity funds

direct equity investments in private companies and equity warrant assets for shares of

private company capital stock

For inactive markets there is little information if any to evaluate if individual transactions are orderly

Accordingly we are required to estimate based upon all available facts and circumstances the degree to which

orderly transactions are occurring Price quotes based upon transactions that are not orderly are not considered to

be determinative of fair value and are given little if any weight in measuring fair value Price quotes based upon

transactions that are orderly are considered in determining fair value with the weight given based upon the facts

and circumstances If sufficient information is not available to determine if price quotes are based upon orderly

transactions less weight is given to the price quote relative to other transactions that are known to be orderly
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To the extent that valuation is based on models or inputs that are less observable or unobservable in the

market the determination of fair value requires more judgment Accordingly the degree of judgment that we use

to determine fair value is greatest for instruments categorized in Level In certain cases the inputs used to

measure fair value may fall into different levels ofthe fair value hierarchy In such cases for disclosure purposes

the level in the fair value hierarchy within which the fair value measurement is determined is based on the lowest

level input that is significant to the fair value measurement in its entirety

Determination of Fair Value

Fair value measurements for assets and liabilities where there exists limited or no observable market data

and therefore are based primarily upon our own estimates are calculated based on current pricing policy the

economic and competitive ehvironment the characteristics of the asset or liability and other such factors

Therefore the results cannot be determined with precision and may not be realized in an actual sale or immediate

settlement of the asset or liability Additionally there may be inherent weaknesses in any calculation technique

and changes in the underlying assumptions used including discount rates and estimates of future cash flows that

could significantly affect the results of nrrent or future values The following is description of valuation

methodologies used by us for assets and liabilities recorded at fair value

Marketable Securities

Marketable securities consisting of our available-for-sale fixed income investment securities portfolio and

marketable securities accounted for under investment company fair value accounting are recorded at fair value

on recurring basis Fair value measurement is based upon qupted prices if available If quoted prices are not

available fair values are measured using broker or dealer quotations independent pricing models or other model-

based valuation techniques such as the present value of future cash flows taking into consideration security.s

credit rating prepayment .sumptions and other factors such as credit loss assumptions Level securities

include those traded on an active exchange such as the NASDAQ stock market Level securities include U.S

treasuries U.S agency debentures residential and commercial mortgage-backed securities and municipal bonds

and notes Fair value measurement for Level securities are obtained from third-party pricing service which

uses feeds from active market makers or inter-dealer brokers matrix pricing methods based upon new issues

secondary trading or dealer quotes or spread pricing based upon pool- or tranche-specific evaluations For

certain mortgage secunties broker quotes may be obtained as corroborative data If significant divergence

exists between the pricing service and the broker quote then furthei analysis is performed to determine which

price better represents fair value

Non Marketable Securities

Our non marketable securities consist of our investments made by the following funds

Funds of funds which make investments in private equity funds

Co-investment funds which make equity investments in privately held companies and

sponsored debt fund which provides secured debt primarily to mid-stage and later stage clients

These funds report.their investments at estimated fair value with unrealized gains and losses resulting from

changesin fair valuereflected as investment gains or losses in our consolidated net income We have retainedthe

specialized accounting of our consolidated funds pursuant to ASC 810 Consolidation formerly known as EITF

Issue No .85-12 We have valued our investments in the absence of observable market prices using .the

valuation methodologies described below applied on consistent basis
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Investments in private equity funds are stated at fair value based on the information provided by the

investee funds management which reflects our share of the fair value of the net assets of the investment fund on

the valuation date We utilize the net asset value per share as obtained from the general partners of the fund

investments as the funds do not have readily determinable fair value and the funds
prepare

their financial

statements using guidance consistent with investment company fair value accounting We account for differences

between our measurement date and the date of the fund investments net asset value by using the most recent

available financial information available from the investee general partner for example September 30th for our

December 31st consolidated financial statements adjusted for any contributions paid during the fourth quarter

distributions received from the investment during the fourth quarter or significant fund transactions or market

events

For direct private company investments valuations are based upon consideration of range of factors

including but not limited to the price at which the investment wus acquired the term and nature of the

investment local market conditions values for comparable securities and as it relates to the private company

issue the current and projected operating performance exit strategies and financing transactions subsequent to

the acquisition of the investment These valuation methodologies involve significant degree of management

judgment Estimating the fair value of these investments requires management to make assumptions regarding

future performance financial condition and relevant market conditions along with other pertinent information

Secured debt made by the sponsored debt fund are measured using pricing models that use observable

inputs such as yield curves and publicly-traded equity prices and unobservable inputs such as private company

equity prices

Investments in private equity funds and direct private company investments are categorized within Level

of the fair value hierarchy since pricing inputs are unobservable and include situations where there is little if any

market activity for such investments Investments in secured debt are categorized within Level or Level of

the fair value hierarchy based on the observability and significance of the pricing inputs

Derivative Instruments

Interest Rate Swaps Foreign Currency Forwar4 and Option Contracts

Our interest rate swaps foreign currency forward and option contracts are traded in OTC markets where

quoted market prices are not readily available For these derivatives we measure fair value using pricing models

that use primarily market observable inputs such as yield curves and option volatilities and accordingly

classify these as Level When appropriate valuations are adjusted for various factors such as liquidity and

credit considerations Such adjustments are generally based on available market evidence In the absence of such

evidence managements best estimate is used Consistent with market practice we have individually negotiated

agreements with certain counterparties to exchange collateral based on certain levels of fair values of the

derivative contracts they have executed Throtigh this process one or both parties to the derivative contract

provides the other party with information about the fair value of the derivative contract to calculate the amount of

collateral required This fair value information provides additional support for the recorded fair value

Equity Warrant Assets

In connection with negotiated credit facilities and certain other services we frequently obtain equity warrant

assets giving us the right to acquire stock in certain client companies Our warrant agreements contain net share

settlement provisions which permit us to receive upon exercise share count equal to the intrinsic value of the

warrant divided by the share price otherwise known as cashless exercise Because we can net settle our

warrant agreements our equity warrant assets qualify as derivative instruments
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Equity warrant assets for shares of private and public company capital stock are recorded at fair value on the

grant date and adjusted to fair value on .a quarterly basis through consolidated net income We value our equity

warrant assets using modified BlackScholes option pricing model which incorporates assumptions about

underlying asset value volatility expected remaining life and risk-free interest rate Valuation adjustments such

as marketability discount are made to equity warrant assets for shares of private company capital stock These

valuation adjustments are estimated based on managements judgment about the general industry environment

The valuation of equity warrant assets for shares of public company capital stock is based on market

observable inputs and these are classified as Level Sincethe valuation of equity warrant assets for shares of

private company capital stock involves significant unobservable inputs they are categorized asLevel

Fee-based Services Revenue Recognition ..

Letters of Credit and Standby Letters of Credit Fee Income

Fees generated from letters of credit and standby letters of credit are deferred as component of other

liabilities and recognized in noninterest income over the commitment period using the straight-line method
based on the likelihood that the commitment being drawn down will be remote

Client Investment Fees

Client investment fees include fees earned from Rule 12b-i fees and from customer transactional based

fees Rule 12b-i fees are earned and recognized over the period client funds are invested Transactional base

fees are earned and recognized on fixed income and equity securities when the transaction is executed on the

clients behalf

Foreign Exchange Fees

Foreign exchange fees represent the income differential between purchases and sales of foreign currency on

behalf of our clients and are recognized as earned

Other Fee Income

Credit card fees and deposit service charge fee income are recognized as earned on monthly basis

Other Service Revenue

Other service revenue primarily includes revenue from valuation services and equity ownership data

management services We recognize revenue when persuasive evidence of an arrangement exists iiwe have

perfonned the service provided we have no other remaining obligations to the customer iii the fee is fixed or

determinable and iv collectibility is probable

Fund Management Fees and Carried Interest

Fund management fees are comprised of fees charged directly to our managed funds of funds and

co-investment funds Fund management fees are based upon the contractual terms of the limited partnership

agreements and are recognized as earned over the specified contract period which is generally equal to the life of

the individual fund Annual management fees earned from Our managed funds generally range from 0.35% to

2.5% of committed capital during the fund investment period .i
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Carried interest is comprised of preferential allocations of profits recognizable when the return on assets of

our individual managed funds of funds and co-investment funds exceeds certain performance targets Carried

interest is accrued quarterly based oiimeasuring fund performance to date versus the performance target

Income Taxes

Income taxes are accounted for under the asset and liability method Deferred tax assets and liabilities are

recognized for the future tax consequences attributable to differences between the financial statement carrying

amounts of existing assets and liabilities and their respctive tax bases and operating loss and tax credit

carryforwards Our federal state and foreign income tax provisions are based upon taxes payable for the current

year as well as current year changes in deferred taxes related to temporary
differences between the tax basis and

financial statement balances of assets and liabilities Deferred tax assets and liabilities are included in the

consolidated financial statements at currently enacted income tax rates applicable to the period in which the

deferred tax assets and liabilities are expected to be realized As changes in tax laws or rates are enacted deferred

tax assets and liabilities are adjusted through the provision for income taxes We file consolidated federal

income tax return and consolidated combined or separate state income tax returns as appropriate Our foreign

incorporated subsidiaries file tax returns in the applicable foreign jurisdictions We record interest and penalties

related to unrecognized tax benefits mother noninterest expense component of consolidated net income

Share-Based Compensation

Stock-based awards that were granted prior to January 2006 are expensed over the remaining portion of

their vesting period under the same amortization method and for stock options using the same fair value

measurements which were used in calculating pro forma stock-based compensation expense Under ASC 718 for

all stock-based awards granted on or after January 2006 stock-based compensation expense is being amortized

on straight-line basis over the requisite service period The fair value of stock options are being measured using

the Black-Scholes option-pricing model while the fair value for restricted stock awards and restricted stock units

are based on the quoted price of our common stock on the date of grant

Earnings Per Share

Basic earnings per conunon share is computed using the weighted average number of common stock shares

outstanding during the period Diluted earnings per common share is computed using the weighted average

number of common stock shares and potential common shares outstanding during the period Potential common

shares consist of contingently convertible debt using the treasury stock method stock options and warrants

Common stock equivalent shares are excluded from the computation if the effect is antidilutive

Derivative Financial Instruments

All derivative instruments are recorded on the balance sheet at fair value The accounting for changes in fair

value of derivative instrument depends on whether the derivative instrument is designated and qualifies as part

of hedging relationship and if so the nature of the hedging activity Changes in fair value are recognized

through earnings for derivatives that do not qualify for hedge accounting treatment or that have not been

designated in hedging relationship

Fair Value Hedges

For derivative instruments that are designated and qualify as fair value hedge the gain or loss on the

hedging instrument should offset the loss or gain on the hedged item attributable to the hedged risk Any
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difference that does arise would be the result of hedge ineffectiveness which is recognized through earnings If

the derivative instrument meets the qualification for the short-cut treatment the period end
gross positive fair

value is recorded in other assets or gross negative fair values is recorded in other liabilities and an offsetting

amount is recorded to the asset or liability being hedged see Note 13 Derivative Financial Instruments

Equity Warrant Assets

In connection with negotiated credit facilities and certain other services we frequently obtain equity warrant

assets giving us the right to acquire stock in certain client companies Equity warrant assets for shares of private

and public compames are recorded at fair value on the grant date and adjusted to fair value on quarterly basis

through consolidated net income We hold these assets for prospective investment gains We do not use them to

hedge any economic risks nor do we useother derivative instruments to hedge economic risks stemming from

equity warrant assets

We account for equity warrant assets with net settlement terms in certain private and public client

companies as derivatives In general equity warrant assets entitle us to buy specific number of shares of stock

at specific price within specific time period Certain equity warrant assets contain contingent provisions

which adjust the underlying number of shares or purchase price upon the occurrence of certain future events Our

warrant agreements contain net share settlement provisions which permit us to receive at exercise share count

equal to the intrinsic value of the warrant divided by the share price otherwise known as cashless exercise

Because we can net settle our warrant agreements our equity warrant assets qualify as derivative instruments

Under the accounting treatment required by ASC 815 equity warrant assets in private and public

companies which include net share settlement provisions held by SVB Financial Group are recorded at fair

value and are classified as derivative assets component of other assets On SVB Financial Groups balance

sheet at the time they are obtained

The grant date fair values of equity warrant assets received in connection with the issuance of credit

facility are deemed to be loan fees and recognized as an adjustment of loan yield through loan interest income

Similar to other loan fees the yield adjustment related to grant date fair value of warrants is recogmzed over the

life of that credit facility

Any changes in fair value from the grant date fair value of equity warrant assets will be recognized as

increases or decreases to other assets on our balance sheet and as net gains or losses on derivative investments in

noninterest income component of consolidated net income When portfolio company completes an initial

public offering IPO on publicly reported market or is acquired we may exercise these equity warrant assets

for shares or cash

In the event of an exercise for shares the basis or value in the equity securities is reclassified from other

assets to investment securities on the balance sheet on the latter of the exercise date or corpotate action date The

equity securities are classified as available-for-sale securities Changes in fair value of securities designated as

available-for-sale after applicable taxes are reported in accumulated other comprehensive income which is

separate component of stockholders equity
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The fair value of the equity warrant assets portfolio is reviewed quarterly We value our equity warrant

assets using modified Black Scholes option pricing model which incorporates the following material

assumptions

Underlying asset value was estimated based on information available including any information

regarding subsequent rounds of funding

Volatility or the amount of uncertainty or risk about the size of the changes in the warrant price was

based on guideline publicly traded companies within indices similar in nature to the underlying client

companies issuing the warrant total of six such indices were used The volatility assumption was

based on the median volatility for an individual public company within an index for the past

16 quarters from which an average volatility was derived The weighted average quarterly median

volatility assumption used for the warrant valuation at December 31 2009 was 50 5% compared to

45.5% at December 31 2008

Actual data on cancellations and exercises of our warrants was utilized as the basis for determining the

expected remaining life of the warrants in each financial reporting period Warrants may be exercised

in the event of acquisitions mergers or IPOs and cancelled due to events such as bankruptcies

restructuring activities or additional financings These events cause the expected remaining
life

assumption to be shorter than the contractual term of the warrants This assumption reduced the

reported value of the warrant portfolio by $17 million at December 31 2009 compared to reduction

of $17.5 million at December 31 2008

The risk free interest rate was derived from the Treasury yield curve The risk free interest rate

was calculated based on weighted average of the risk-free interest rates that correspond closest to the

expected remaining life of the warrant The risk-free interest rate used for the warrant valuation at

December 31 2009 was 4% compared to 9% at December 31 2008

Other adjustments including marketability discount were estimated based on management

judgment about the general industry environment

Foreign Exchange Forwards and Foreign Currency Option Contracts

We enter into foreign exchange forward contracts and foreign currency option contracts with clients

involved in international activities either as the purchaser or seller depending upon the clients need We also

enter into an opposite-way forward or option contract with correspondent bank to economically hedge client

contracts to mitigate the fair value risk from fluctuations in currency rates Settlement credit and operational

risks remain We also enter into forward contracts with correspondent banks to economically hedge currency

exposure risk related to certain foreign currency denominated loans These contracts are not designated as

hedging instruments and are recorded at fair value in our consolidated balance sheets Changes in the fair value

of these contracts are recognized in consolidated net income under gaiiis losses on derivative instruments net

component of noninterest income Period end gross positive fair values are recorded in other assets and gross

negative fair values are recorded in other liabilities

Derivative Financial Instruments Indexed to and Potentially Settled in Company Own Stock

We account for non-hedging contracts that are indexed to and potentially settled in the companys stock in

accordance with the provisions of ASC 815-40 Derivatives- Contracts in Entitys Own Equity formerly known

as EITF 00-19 which provides for specific treatment of derivative financial instruments indexed to and

potentially settled in the companys stock depending on the settlement method

ASC 815-40 specifies how derivative financial instrument indexed to and potentially settled in the

companys stock should be recorded as one of permanent equity temporary equity an asset or liability
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depending on the settlement method ASC 815-40 also includes provisions governing whether derivative

embedded into financial instrument indexed to and potentially settled in the companys stock may be exempt

from the provisions of ASC 15 We account for convertible note hedges entered into concurrent with the

issuance of our zero-coupon convertible subordinated notes and our 3.875% convertible senior notes in SVBFG
stockholders equity in accordance with this guidance

Current Accounting Developments

Effective July 2009 the FASB established Codification ASC 105-10 formerly known as SFAS No 168

as the source of authoritative GAAP for companies to use in the preparation of financial statements Securities

and Exchange Commission SEC rules and interpretive releases under the authority of federal securities laws

are also sources of authoritative GAAP for SEC registrants The guidance contained in the Codification

supersedes all existing non-SEC accounting and reporting standards All other non-grandfathered non-SEC

accounting literature not included in the Codification has become non-authoritative Our adoption did not have

any impact on our consolidated financial position and results of operations but did have an impact on how we
reference and disclose accounting literature in our interim and annual reports References to superseded

authoritative literature are shown parenthetically below to reflect the new ASC structure and cross-references to

pre-Codification accounting standards

In the first quarter of 2009 we adopted new guidance related to the following topics

ASC 810-10 Consolidation formerly known as SFAS No 160

ASC 815-10 Derivatives and Hedging formerly known as SFAS No 161
ASC 470-20 Debt- Debt with Conversion and Other Options formerly known as FASB Staff Position

FSP Accounting Principles Board APB Opinion No 14-1

In the second quarter of 2009 we adopted new guidance related to the following topics

ASC 820-10 Fair Value Measurements and Disclosures formerly known as FSP SFAS No 157-4

ASC 320-10 Investments Debt and Equity Securities formerly known as FSP SFAS No 115-2 and

SFAS No 124-2

ASC 825-10 Financial Instruments formerly known as FSP SFAS No 107-1 and APB Opinion

No 28-1.

ASC 855-10 Subsequent Events formerly known as SFAS No 165 and ASU No 2010-09

In the third quarter of 2009 we adopted new guidance related to the following topics

ASC 105-10 Generally Accepted Accounting Principles formerly known as SFAS No 168

In the fourth quarter of 2009 we adopted new guidance related to the following topics

ASU No 2009-05 Measuring Liabilities at Fair Value ASC 820-10

ASU No 2009-12 Investments in Certain Entities That Calculate Net Asset Value NAV per Share

or Its Equivalent ASC 820-10

Information about certain of these pronouncements is described in more detail below

Impact of Adopting ASC 810-10 SFAS No 160

In December 2007 the FASB issued new accounting standard to establish accounting and reporting

standards for ownership interests in subsidiaries held by parties other than the parent the amount of consolidated
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net income attributable to the parent and to the noncontrolling interest changes in parents ownership interest

and the valuation of retained noncontrolling equity investments when subsidiary is deconsolidated This

standard also establishes disclosure requirements that clearly identify and distinguish between the interests of the

parent and the interests of the noncontrolling owners Our adoption of this standard on January 2009 required

us to retrospectively reclassify our presentation of noncontrolling interests formerly referred to as minority

interests in our financial statements and had no effect on our financial position results of operations or

stockholders equity

Impact of Adopting ASC 815-10 SFAS No 161

In March 2008 the FASB issued new accounting standard requiring companies with derivative

instruments to provide enhanced disclosure of information that should enable financial statement users to better

understand how and why company uses derivative instruments how derivative instruments and related hedged

items are accounted for under FASB issued guidance over accounting for derivative instruments and hedging

activities ASC 815 formerly known as SFAS No 133 and how derivative instruments and related hedged items

affect companys financial position financial performance and cash flows Our adoption of this standard on

January 2009 required us to expand our disclosures for our derivative financial instruments Please refer to

Note 13Derivative Financial Instruments of the Notes to the Consolidated Financial Statements under Part

II Item in this report

Impact of Adopting ASC 470-20 APB No 14-1

In May 2008 the FASB issued new accounting standard requiring the proceeds from the issuance of

convertible debt instruments to be allocated between liability and an equity component in manner that reflects

the entitys non-convertible debt borrowing rate when interest expense is recognized in subsequent periods The

resulting debt discount is amortized over the period the convertible debt is expected to be outstanding as

additional non-cash interest expense Our adoption on January 2009 required historical financial statements for

2007 and 2008 to be retrospectively adjusted to conform to the new accounting treatment for both our $150

million zerocoupon convertible subordinated notes 2003 Convertible Notes which matured on June 15

2008 and our $250 million 3.875% convertible senior notes 2008 Convertible Notes due April 15 2011

As result of adopting the requirements of this standard our net income available to common stockholders

for 2008 and 2007 decreased by $2.1 million and $3.1 million respectively Details of certain items revised in

prior periods related to the adoption of this standard are provided below under the section Changes to Prior

Period Balances

Impact of Adopting ASC 320-10 FSP SFAS No 115-2 and SPAS No 124-2

In April 2009 the FASB issued new accounting standard changing the methodology for determining

whether other-than-temporary impairment OTTI exists for debt securities This standard requires changes to

the presentation of OTTI in the statements of income for those impairments involving credit losses as well as

enhanced disclosures regarding the methodology and significant inputs used to measure the amount related to

credit losses Our adoption of this standard on April 2009 did not have material effect on our financial

position results of operations or stockholders equity but required us to update our significant accounting policy

for available-for-sale debt securities to include the specific requirements of this standard

Impact ofAdoptingASC 825-10 FSP SPAS No 107-1 andAPB Opinion No 28-1

In April 2009 the FASB issued new accounting standard requiring interim disclosures regarding the fair

values of all financial instruments within the scope of FASB issued guidance over disclosures about fair value of
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financial instruments as well as the methods and significant assumptions used to estimate the fair value of those

financial instruments Our adoption of this standard on April 2009 required us to expand our interim

disclosures of all financial instruments and had no effect on our financial position results of operations or

stockholders equity

Impact of Adopting ASU 2009-12

In September 2009 the FASB issued new accounting standard providing guidance for determining the fair

value of certain alternative investments that includes private e4uity funds When alternative investments do not

have readily determinable fair values companies are permitted to use unadjusted net asset values or an

equivalent measure to estimate fair value This provision is allowed for investments in an entity that does not

have readily determinable fair value and the entity has all of the attributes specified in Codification Topic 946
Financial ServicesInvestment Companies or if one or more of the attributes specified are nOt present an entity

for Which it is industry practice to issue financial statements using guidance that is consistent with Topic 946

The guidance also requires company to consider its ability to redeem an investment at net asset value when

determining the appropriate classification of the related fair value measurement within the fair value hierarchy

Our adoption of this standard on October 2009 requires us to prospectivelyexpand our disclosure surrounding

the nature and risks of the investments and did not have material effect on our financial position results of

operations or stockholders equity

Correction of an Immaterial Error

During the second quarter of 2009 we determined that we had incorrectly recognized certain gains and

losses on foreign exchange contracts in prior periods The cumulative pre-tax effect of the error was $6.2 million

or $3.8 million after-tax and is considered to be immaterial to the prior periods However since the cumulative

impact of correcting this error would be material to the results of the quarter ended June 30 2009 we applied the

guidance of ASC 250- l0-S99- and S99-2 formerly known as SAB 99 and SAB 108 This guidance requires

that prior financial statements be corrected even though such revisions were and continue to be immaterial to

the
prior period financial statements As such the affected prior period results have been revised For the year

ended December 31 2008 net income was reduced by $2.3 million or $0.07 per
diluted common share and for

the
year ended December 31 2007 net income was reduced by $0.2 million or $0.01 per diluted common share
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The table below highlights certain items revised in prior periods related to the revision of certain immaterial

gains and losses on foreign exchange contracts that were incorrectly recorded in prior periods and to the adoption

of ASC 470-20

Year ended

December 312007
Three months ended Year ended

March 312009 December 31 2008

As origæally As orignally As orignally

filed As adjusted filed As adjusted filed As adjusted

Income Statement

Interest expenseborrowings 8181 8181 43553

Net interest income 91511 91511 372009

Other noninterest income 4753 2782 29060

Noninterest loss income 3610 5581 156148

Income tax benefit expense 1702 2448 55068

Net loss income attributable to

SVBFG 7010 8235 78628

Net loss income available to common

stockholders 10546 11771 77921

Loss earnings per common share

diluted 0.32 0.36 2.29

Fully Taxable Equivalent

Net interest income fully taxable

equivalent basis 92083 92083

Net interest margin 3.97 3.97

Balance Sheet

Cash and due from banks 3362216 3360199

Total assets 10958768 0955015

Long-term debt 964175 964175

Total liabilities 9666371 9666371

Additional paid-in capital 71760 71760

Retained earnings 701709 697956

Total SVBFG stockholders equity 992123 988370

Reclassifications

46967 49168 54259

368595 380933 375842

25277 32313 31898

152365 221384 220969

52213 86778 84581

74286 123638 120329

73579 123638 120329

2.16 3.37 3.28

Certain prior period amounts have been reclassified to conform to the current period presentation

Recent Accounting Pronouncements

In June 2009 the FASB issued new accounting standard ASU No 2009-16 which defines the term

participating interest to establish specific conditions for reporting transfer of portion of financial asset as

sale This standard also removes the concept of qualifying special-purpose entity QSPE for accounting

purposes This standard is effective for interim or annual financial periods ending after November 15 2009 with

adoption applied prospectively for transfers that occur on and after the effective date This standard is effective

for us beginning the first quarter 2010 as we do engage from time to time in selling our loans and financial assets

These sales or transfers of assets have not historically been made to QSPEs therefore the change in the standard

of removing the QSPE concept will not have an impact on our sales treatment Our adoption of this standard is

not expected to have material impact on our financial position results of operations or stockholders equity

In June 2009 the FASB issued new accounting standard ASU No 2009-17 which replaces the

quantitative-based risks and rewards calculation for determining which enterprise has controlling interest in
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Dollars in thousands except per

share amounts

374303 370889 382206 377115

5.78 5.72 7.29 7.19

1791396 1789311 325399

10020892 10018280 6692456

1000640 995423 875254

8711785 8706568 5775
45872 66201

727450 709726 682911

988751 991356 676654

324510

6692171

873241

5773687

13167

669459

676369
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VIE with an approach focused on which enterprise has both the power to direct the activities of VIE that most

significantly impact the VIE economic performance and the obligation to absorb losses or the right to receive

benefits of the VIE that could potentially be significant to the VIE This stançlard is effective for us beginning in

the first quarter of 2010 We may be required to consolidate certain VIEs that are not currently consolidated or

de-consolidate certain entities currently consolidatedbased on our analysis of this accounting standard It is not

expected however that any new identification of VIE or changes in our consolidation of entities will have

material impact on our financial position results of operations or stockholders equity

In January 2010 the FASB approved proposed update which defers the requirements of ASU No 2009 17

for asset managers interests in entities that apply the specialized accounting guidance for investment companies

or that have the attributes of investment companies The proposed standard update once finalized is expected to

be effective for us beginning in the first quarter of 2010 which coincides with the effective date for ASU
No 2009-17

In January 2010 the FASB issued new accounting standard ASU No 20 10-06 which requires the

addition of new disclosures and clarifies existing disclosure
requirements already included in the guidance for

fair value measurements The new disclosures related to significant transfers in and out of Level and Level

fair value measurements and the reasons for the transfers as well as the clarifications of existing disclosures are

effective for interim or annual reporting periods beginning after December 15 2009 The new disclosures about

purchases sales issuances and settlements in the roll forward of activity in Level fair value measurements are

effective for interim or annual reporting periods beginning after December 15 2010 This standard clarifies and

increases the disclosure requirements for fair value measurements and will not have material effect on our

financial position results of operations or stockholders equity

Stockholders Equity and Earnings Per Share EPS

Preferred Stock

In December 2008 we participated in the U.S Treasurys Treasury Capital Purchase Program the

CPP under which we received $235 million in exchange for issuing shares of Series Fixed Rate Cumulative

Perpetual Preferred Stock Series Preferred Stock and warrant to purchase common stock to the Treasury

As participant jn CPP we were subject to various restrictions and requirements such as restrictions on our

stock repurchases and payment of dividends and other requirements relating to our executive compensation and

corporate governance practices

On December 23 2009 we redeemed from the Treasury all 235 000 outstanding shares of Series

Preferred Stock having liquidation amount equal to $1 000 per share The aggregate total redemption price

paid by us to the Treasury for the Series Preferred Stock was $235 million plus $1 million of accrued

and unpaid dividends During our participation in the CPP from December 2008 to December 2009 we paid

dividends totaling $12.1 million

In connection with the redemption we recorded one-time non-cash charge of $11.4 million in the fourth

quarter of 2009 to account for the difference between the redemption price and the carrying amount of the Series

Preferred Stock or the accelerated amortization of the applicable discount on the shares

Common Stock

In the fourth quarter of 2009 we closed public offering of 7965568 shares of common stock at an

offering price of $38.50 per share We received net proceeds of $292.1 million after deducting underwriting

discounts and commissions
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There were no common stock repurchases in 2009 In 2008 under stock repurchase program approved by

our Board of Directors in July 2007 we rpurchased during the first and second quarters of 2008 1.0 million

shares of our Œommon stock totaling $45.6 million compared to 2.9 million in 2007 totaling $146.8 million In

July 2008 upon expiration of the 2007 program our Board the Board approved stock repurchase program

aæthorizing us to purchase up to $150.0 million of our common stock which expired on December 31 2009 At

December 31 2009 no shares were authorized for repurchase under our current stock repurchase program

If we engage in stock repurchase activities we may from time to time implement non-discretionary

trading plan under Rule lObS of the Secunties and Exchange Act of 1934 as amended under which we will

automatically repurchase shares of our common stock pursuant to predetermined formula for specified penod

of time

The warrant issued under the CPP was initially issued for 708116 shares of our common stock However

because of the completion of our equity offering in the fourth quarter of 2009 under the participation terms of

the program the number of shares underlying the warrant has been reduced by 50% to total of 354058 In

order to complete the repurchase the Company and the Treasury must agree on the repurchase price or the fair

market value of the warrant

Stockholders Rights Plan

Our Board of Directors the Board has approved and adopted stockholders nghts plan to among other

things protect our stockholders from coercive takeover tactics The current stockholders rights plan is in effect

through January 31 2014 the Rights Plan

Under the Rights Plan each stockholder of record on November 1998 received dividend of one right

Right for each outstanding share of common stock of the Company The Rights are attached to and

presently only traded with shares of the Companys common stock and are not currently exercisable Except as

specified below upon becoming exercisable each Right will entitle the holder to purchase from us 1/1000th of

share of the Companys Series Partiºipating Preferred Stock at price of $175.00 per share

The Rights Will be Øxercisablº on the.tenth.10th business day or such later date as is determined by our

Board following the announcement that person or group other than the Company its subsidaries or their

employee benefit plans has acquired or announces tender or exchange offer to acquire beneficial ownership of

15% or more of the Companys common stock If person or group acquires beneficial ownership of 15% or

more of the Company common stock each Right will then be exercisable for shares of common stock having

value equal to two times the exercise pnce of the Right Similarly in the event the Company is acquired in

merger or other busthess combination transaction or 50% or more of our consolidated assets or earning power are

sold following such time as person or group has acquired beneficial ownership of 15% or more of the

Companys common stock the rights will be exercisable for shares of the acquirer or its parent having value

equal to two times the exercise price of the Right

At any time on or pnor to the close of business on the earlier of the fifth day following pubhc

announcement that person or group other than the Company its subsidiaries or their employee benefit plans

has acquired beneficial ownership of 15% or more of the Companys outstanding common shares or such later

date as may be determined by action of the Board and publicly announced or ii January 31 2014 we may

redeem the Rights in whole but not inpart at price of $0.O01 per Right subject to adjustment
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Earnings Per Share

Basic earnings per share is the amount of earnings available to each share of common stock outstanding

during the reporting period Diluted earnings per share is the amount of earnings available to each share of

common stock outstanding during the reporting period adjusted to include the effect of potentially dilutive

common shares Potentially dilutive common shares include incremental shares issued for stock options our

Employee Stock Purchase Plan restricted stock awards and units our 2003 Convertible Notes and related

warrants which matured in June 2008 our 2008 Convertible Notes and related warrants and note hedge and our

warrant under the CPP Potentially dilutive common shares are excluded from the computation of dilutive

earnings per share in periods in which the effect would be antidilutive The following is reconciliation of basic

EPS to diluted EPS for 2009 2008 and 2007

Dollars and shares in thousands except per share amounts

Numerator

Net income attributable to SVBFG

Preferred stock dividend and discount accretion

Net income available to common stockholders

Denominator

Weighted average common shares outstanding-basic

Weighted average effect of dilutive securities

Stock options

Restricted stock units and awards

2003 Convertible Notes

Denominator for diluted calculation

Net income
per common share

Basic

Diluted

Year ended December 31

2009 2008 2007

48010 $74286 $120329

25336 707

22674 $73579 $120329

33901 32425 33950

282 887 1265

114 44

589 1479

34183 34015 36738

0.67 2.27 3.54

0.66 2.16 3.28

Our 2003 Convertible Notes matured on June15 2008

Any dilutive effect of our 2003 Convertible Notes and 2008 Convertible Notes are included in the

calculation of diluted EPS using the treasury stock method We included the weighted average dilutive effect of

the 2003 Convertible Notes in our diluted EPS calculation for the 2008 year The 2008 Convertible Notes did not

impact ourweighted average diluted common shares total as the applicable conversion price was higher than the

average daily closing price for the twelve month period Our warrants associated with the 2003 Convertible

Notes 2008 Convertible Notes and CPP also did not impact our weighted average diluted common shares total as

the applicable conversion prices were higher than the average daily closing price for the twelve month period
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The following table summarizes the common shares excluded from the diluted EPS calculation as they were

deemed to be antidilutive for 2009 2008 and 2007

Year ended December 31

Shares in thousands
2009 2008 2007

Stock options
2267 930 729

Restricted stock units and awards ... 226

Warrants associated with 2003 Convertible Notes 160 87

Warrant associated with Capital Purchase Program 446

Total
2939 1094 816

In addition to the above at December 31 2009 and 2008 4.7 million shares of our 2008 Convertible Notes

and associated warrants were outstandingbut not included in the calculation of diluted earnings per common

share because the exercise price was higher than the market price and therefore were anti-dilutive Concurrent

with the issuance of our 2008 Convertible Notes we entered into convertible note hedge and warrant

agreement See Note 13Derivative Financial Instruments for more information on our convertible note

hedge and warrant agreement

Share-Based Compensation

In 2009 2008 and 2007 we recorded share-based compensation expense of $14.8 million $13.6 million and

$14.9 million respectively resulting in the recognition of $3.3 million $3.4 million and $3.0 million

respectively in related tax benefits Total compensation costs capitalized were $0.9 million and 1.0 million in

2009 and 2008 respectively No compensation cost was capitalized in 2007 as such amount was

inconsequential Share-based compensation expense was recorded net of estimated forfeitures for 2009 2008 and

2007 such that expense was recorded only for those share-based awards that are expected to vest

Equity Incentive Plans

On May 11 2006 stockholders approved the 2006 Equity Incentive Plan the 2006 Incentive Plan Our

previous 1997 Equity Incentive Plan expired in December 2006 The 2006 Incentive Plan provides for the grant

of various types
of incentive awards of which the following have been granted stock options ii restricted

stock awards iii restricted stock units and iv other cash or stock settled equity awards

Subject to the provisions of Section 14 of the 2006 Incentive Plan the maximum aggregate number of

shares that may be awarded and sold is 3000000 shares plus 1488361 shares comprised of shares that have

been reserved but not issued under our 1997 Equity Incentive Plan as of May 11 2006 and ii shares subject to

stock options or similarawards granted under the 1997 Equity Incentive Plan that expire or otherwise terminate

without having been exercised in full and shares issued pursuant to awards granted under the 1997 Equity

Incentive Plan that are forfeited or repurchased by us No further awards will be made under the 1997 Equity

Incentive Plan but it will continue to govern
awards previously granted thereunder

Restricted stock awards and restricted stock units will be counted against the numerical limits of the 2006

Incentive Plan as two shares for every one share awarded Further if shares acquired under any such award are

forfeited or repurchased by us and would otherwise return to the 2006 Incentive Plan two times the number of

such forfeited or repurchased shares will return to the 2006 Incentive Plan and will again become available for

issuance
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Eligible participants in the 2006 Incentive Plan include directors employees and consultants Options

granted under the 2006 Incentive Plan generally expire seven years after the
grant date Options generally

become exercisable over various periods typically four years from the grant date based on continued

employment and typically vest annually Restricted stock awards and units generally vest over the passage of

time and require continued employment throægh the vesting period PerformÆæce-based restricted stock units

generally vest upon meeting certain performance-based objectives or the passage of time or combination of

both and require continued employment through the vesting period The vesting period for restricted stock units

cannot be less than three years unless they are subject to certain performance-based objectives in which case the

vesting period can be 12 months or longer

Employee Stock Purchase Plan

We maintain an employee stock purchase plan ESPP under which participating employees may annually

contribute up to 10% of their
gross compensation not to exceed $25 000 to purchase shares of our common

stock at 85% of its fair market value at either the beginning or end of each six-month offering period whichever

price is less To be eligible to participate in the ESPP an employee must among other requirements be

employed by the Company on both the date of offering and date of purchase and be employed customarily for at

least 20 hours
per

week and at least five months per calendar year We issued 227855 shares and received $5.1

nulhon in cash under the ESPP in 2009 At December 31 2009 total of 374 449 shares of our common stock

were still available for future issuance under the ESPP The next purchase will be on June 30 2010 at the end of

the current six-month offering period

Unrecognized Compensation Expense

As of December 31 2009 unrecognized share-based compensationexpense was as follows

Average Expected

Recognition Period- in

Dollars in thousands Unrecognized Expense Years

Stock options 7454 1.47

Restricted stock units 8736 1.34

Total unrecognized share-based compensation expense $16190
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Valuation Assumptions

The fair values of share-based awards for employee stock options and employee stock purchases made

under our ESPP were estimated using the Black-Scholes option pricing model The fair values of restricted stock

awards and restricted stock units were based on our closing stock price on the date of grant The following

weighted average assumptions and fair values were used

2009 2008 2007

Equity Incentive Plan Awards

Weighted average expected term of options in years
4.5 4.3 5.3

Weighted average expected volatility of the Companys underlying common stock 58.8% 25.7% 25.6%

Risk-free interest rate
2.00 3.07 4.60

Expected dividend yield

Weighted average grant date fair valUe-stock options $10.83 $12.85 $16.27

Weighted average grant date fair value-restricted stock awards and restricted stock

units
24.61 48.57 50.15

ESPP

Expected term in years
0.5 0.5 0.5

Weighted average expected volatility of the Companys underlying common stock 90.0% 27.5% 16.2%

Risk-free interest rate
0.30 2.96 5.03

Expected dividend yield

Weighted average fair value $10.53 $11.45 $10.19

The expected term is based on the implied term of the stock options using factors based on historical

exercise behavior The expected volatilities are based on blended rate consisting of our historic volatility and

our expected volatility over five-year term which is an indicator of expected volatility and future stock price

trends For 2009 2008 and 2007 expected volatilities for the ESPP were equal to the historical volatility for the

previOus six-month periods The expected risk-free interest rates were based on the yields of U.S Treasury

SeØurities as reported by the Federal Reserve Bank of New York with maturities equal to the expected terms of

the employee stock options

Share-Based Payment Award Activity

The table below provides stock option information related to the 1997 Equity Incentive Plan and the 2006

Incentive Plan for the year ended December 31 2009

Weighted
Average Aggregate

Weighted Remaining Intrinsic

Average Contractual Value of In-

Exercise Life in The-Money

Shares Price Years Options

Outstanding at December 31 2008 3130929 $37.25

Granted 547705 22.20

Exercised 108115 22.47

Forfeited 31566 39.02

Expired 38230 39.67

Outstanding at December 31 2009 3500723 35.31 3.21 $31120964

Vested and expected to vest at December 31 2009 3370824 35.44 3.11 29515758

Exercisable at December 31 2009 2461651 35.31 2.21 20666657
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Weighted

Average

Remaining
Contractual

Life in Years

2.74

6.32

1.76

2.79

1.25

2.38

4.48

3.18

484

5.76

Shares

215781

383994

464850

543055

377930

423753

693734

375228

20328

2070

3500723

Weighted

Average
Exercise

Price

$17.62

24.44

29
3544

41.92

47.57

51.74

55.04

60.27

35.31

We expect to satisfy the exercise of stock options by issuing new shares registered under the 1997 Equity

Incentive Plan and the 2006 Incentive Plan as applicable All future awards of stock options and restricted stock

will be issued from the 2006 Incentive Plan At December 31 2009 2346195 shares were available for future

issuance under the 2006 IncentivePlan

The table below provides information for restricted stock units under the 1997 Equity Incentive Plan and the

2006 Incentive Plan for the year ended December 31 2009

Weighted Average
Grant Date Fair

Value

$46.49

24.61

2942

33.15

47.29

The total fair value of restricted stock awards and units that vested during 2009 2008 and 2007 were $5.2

million $5.0 million and $4.7 million respectively

The aggregate intrinsic value of outstanding options shown in the table below represents the pretax intrinsic

value as of December 31 2009 This value is based on our closing stock price of $41.66 as of December 31
2009 The total intrinsic value of options exercised during 2009 2008 and 2007 were $1.4 million $24 million

and $24 million respectively The total fair value of option grants that vested dunng 2009 2008 and 2007 were

$15 million $17 million and $24 million respectively Cash received from stock option exercises during

2009 2008 and 2007 were $2.4 million $29.9 million and $28.0 million respectively The tax benefit realized

from stock options exercised during 2009 2008 and 2007 was $1.3 million $7.8 million and $8.9 million

respectively

The following table summarizes information regarding stock options outstanding as of December 31 2009

Outstanding Options Exercisable Options

Range of Exercise Prices

$15 15 19 24

19.48-19.48

19.85-26.00

2606-31.29

169-36.56

36.63-43.49

44.66-48.76

48.88-53.29

53.30-58.28

60.27-60.27
________

$15.15-60.27
________

Weighted

Average
Exercise

Price

$i7.61

19.48

24.41

29.13

3544

41.79

48.04

51.86

56.11

60.27

Shares

215031

452857

425108

371368

388554

321611

272235

8368

519

3.21 35.31 2461651

Nonvested at December 31 2008

Granted

Vested

Forfeited

Nonvested at December 31 2009

Shares

393463

133595

175395

14857

336806

131



SVB FINANCIAL GROUP AI4D SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSContinued

Reserves on Deposit with the Federal Reserve Bank and Federal Bank Stock

The Bank is required to maintain reserves against customer deposits by keeping balances with the Federal

Reserve Bank of San Francisco in noninterest-earning cash account The average required reserve balance

totaled $344 million in 2009 and $28 million in 2008 The cash balances at the Federal Reserve Bank of

San Francisco are classified as cash and cash equivalents

As member of the Federal Home Loan Bank FHLB and Federal Reserve Bank FRB we are

required to hold shares of FHLB and FRB stock under the Banks borrowing agreement At both December 31

2009 and 2008 we had $25.8 million in FHLB stock At December 31 2009 and 2008 we had$13 million and

$9.9 million respectively in FRB stock FHLB and FRB stock are recorded as component of other assets

Federal Funds Sold Securities Purchased under Agreements to Resell and Other Short-Term

Investment Securities

The following table details the federal funds sold securities purchased under agreements to resell and other

short-term investment securities at December 31 2009 and 2008 respectively

December 31

Dollars in thousands
2009 2008

Federal funds sold overnight $250000

Securities purchased under agreements to resell 58242 150910

Other short-term investment securities 77482

Total federal funds sold securities purchased under agreements to resell and other

short-term investment securities $58242 $478392

At December 31 2009 securities purchased under agreements to resell were collateralized by U.S treasury

securities and U.S agency securities Securities purchased under agreements to resell averaged $64.2

million and $82.3 million in 2009 and 2008 respectively The maximum amount outstanding at any

month-end during 2009 and 2008 was $140.6 million and $150.9 million respectively

In addition as of December 31 2009 and 2008 $3.1 billion and $1.1 billion respectively of our cash and

due from banks was deposited at the Federal Reserve Bank and was earning interest at the Federal Funds target

rate and interest-earning deposits in other financial institutions were $171 million and $169 million

respectively
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Investment Securities

The major components of our investment securities portfolio at December 31 2009 and 2008 are as follows

December 312009 December 312008

Amortized Unrealized Unrealized Carrying Amortized Unrealized Unrealized Carrying
Dollars in thousands Cost Gains Losses Value Cost Gains Losses Value

Marketable securities

Available-for-sale securities at fair

value

U.S treasury securities 25583 464

U.S agency debentures 887008 5188
Residential mortgage-backed

securities

Agency-issued mortgage-backed

securities 1413817 14050

Agency-issued collateralized

mortgage obligations 1360790 17142

Non-agency mortgage-backed

securities 89155 48

Commercial mortgage-backed

securities 48440 468 107 48801 54202 6721 47481
Municipal bonds and notes 100504 2429 56 102877 109405 1384 2034 108755
Marketable equity securities 1795 219 2009 157 152

Venture capital fund investments

Total available-for-sale securities $3927092 $40008 $28912 $3938188 $1324391 $20526 $27726 $1317191

Marketable securities investment company fair value accounting 33 1703
Non-marketable securities investment company fair value accounting

Private equity fund investments 271316 242645
Other private equity investments 96577 82444
Other investments 1143 1547

Non-marketable securities equity method accounting
Other investments 59660 27000
Low income housing tax credit funds 26797 31510

Non-marketable securities cost method accounting
Private equity fund investments 86019 69971
Other private equity investments 12019 12089

Total investment.securities $4491752 $1786100

Marketable securities investment company fair value accpunting represent investments managed by us Or our consolidated subsidiaries

that were originally made within our non-marketable securities portfolio that have been converted into publicly-traded shares The

following table shows the amount of investments by the following funds and our ownership of each fund at December 2009 and 2008

December 312009 December 312008

Dollars in thousands Amount Ownership Amount Ownership

Partners for Growth LP $33 50.0% $1233 50.0%
SVB India Capital Partners LP 14.4 470 14.4

Total marketable securities $33 $1703

26047$
443 891753 109981 3622

17237 1410630 438688 9910

5557 1372375 478397 5354

113603

448594

476 483275

5507 83696 133561 255 18486 115330
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The following table shows the amount of investments by the following consolidated fund of funds and our ownership of each fund at

December 31 2009 and 2008

Dollars in thousands Amount

SVB Strategic Investors Fund LP 50508

SVB Strategic
Investors Fund II LP 85820

SVB Strategic Investors Fund III LP 102568

SVB Strategic Investors Fund IV LP 13677

SVB Capital Preferred Return Fund LP 8330

SVB CapitalNT Growth Partners LP 10413

Total private equity fund investments $271316

December 312009 December 312008

Ownership Amount Ownership

12.6% 65985 12.6%

8.6 94161 8.6

5.9 80780 5.9

5.0 1719 5.0

20.0

33.0

$242645

The following table shows the amount of investments by the following consolidated co-investment funds and our ownership of each fund

at December 31 2009 and 2008

Ownership

10.7%

5.1

14.4

Ownership

10.7%

5.1

14.4

At December 31 2009 we had direct ownership interest of 1.3% and an indirect ownership interest of 3.8% in the fund through

our ownership of SVB Strategic
Investors Fund II LP

Other investments within non-marketable securities investment company fair value accounting include our ownership in Partners for

Growth LP consolidated sponsored debt fund At December 31 2009 and 2008 we had majority ownership interest of approximately

50.0% in the fund Partners for Growth LP is managed by third party and we do not have an ownership interest in the general partner

of this fund

The following table shows the amount of investments and our ownership of each investment at December 31 2009 and 2008

Dollars in thousands
Amount

Gold Hill Venture Leqding 03 LP $16134

Partners for Growth.II LP 13059

Other investments 30467

Total other investments $59660

Ownership Amount Ownership

9.3% $18234 9.3%

24.2 8559 24.2

N/A 207 N/A

$27000

At December 31 2O09 we had direct ownership interest of .4.8% in the fund In addition we had 90.7% direct ownership

interest in the funds general partner Gold Hill Venture Lending Partners 03 LLC GHLLC GHLLC has direct ownership

interest of 5.0% in Gold Hill Venture Lending 03 LP and its parallel
funds Our indirect interest in the fund through our investment

in GHLLC is 4.5% Our aggregate direct and indirect ownership in the fund is 9.3%

Represents investments in 349 and 360 private equity funds at December 31 2009 and 2008 respectively where our ownership interest

is less than 5% of the voting stock of each such fund For the year ended December 31 2009 we recognized OTTI losses of $4.4 million

resulting from other-than-temporary declines in value for 84 of the 349 investments The OTII losses are included in net gains losses

on investment securities component of noninterest income For the remaining 265 investments at December 31 2009 we concluded

that any declines in value were temporary and as such no OTTI was recognized At December 31 2009 the carrying value of these

private equity fund investments cost method accounting was $86.0 million and the estimated fair value was $81.0 million

December 312009

Dollars in thousands Amount

Silicon Valley Banc Ventures LP $24023

SVB Capital Partners II LP 36847

SVB India Capital Partners LP 35707

Total other private equity investments $96577

December 312008

Amount

$24188

38234

20022

$82444

December 312009 December 312008
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The following table summarizes our unrealized losses on our available-for-sale investment securities portfolio into

categories of less than 12 months or 12 months or longer as of December 31 2009

December 312009

Less than 12 months 12 months or longer Total

Fair Value of Unrealized Fair Value of Unrealized Fair Value of Unrealized

Dollars in thousands Investments Losses Investments Losses Investments Losses

U.S agency debentures 287621 443 287621 443
Residential mortgage-backed securities

Agency-issued mortgage-backed

securities 1034781 17237 1034781 17237
Agency-issued collateralized mortgage

obligations 321388 5535 1392 22 322780 5557
Non-agency mortgage-backed securities

23966 195 51276 5312 75242 5507
Commercial mortgage-backed securities 14968 107 14968 107
Municipal bonds and notes 11908 56 11908 56
Marketable equity securities

Total temporarily impaired securities $1694635 $23578 $52668 $5334 $1747303 $28912

As of December 31 2009 we identified total of 94 investments that were in unrealized loss positions of which

20 investments totaling $52.7 million with unrealized losses of $5.3 million have been in an impaired position for

period of time greater than 12 months The time periods in which these securities were originally purchased were

as follows Agency-issued collateralized mortgage obligations between November 2002 and March 2003 and

non-agency mortgage-backed securities between June 2003 and July 2005 All investments with unrealized losses

for period of time greater than 12 months are considered investment grade by either Moodys or SP or were

issued by government sponsored enterprise The unrealized losses are due primarily to increases in market

spread relative to spreads at the time of purchase Based on the underlying credit quality of the investments we do

not intend to sell
any of our securities prior to recovery of our adjusted cost basis and as of December 31 2009 it

is more likely than not that we will not be required to sell any securities prior to recovery of our adjusted cost

basis Based on our analysis we deem all impairments to be temporary and changes in value for our temporarily

impaired securities as of December 31 2009 are included in other comprehensive income Market valuations and

impainnent analyses on assets in the investment securities portfolio are reviewed and monitored on quarterly

basis

The following table summarizes our unrealized losses on our available-for-sale investment securities portfolio into

categories of less than 12 months or 12 months or longer as of December 31 2008

December 31 2008

Less than 12 months 12 months or longer Total

Fair Value of Unrealized Fair Value of Unrealized Fair Value of Unrealized

Dollars in thousands Investments Losses Investments Losses Investments Losses

Residential mortgage-backed securities

Agency issued mortgage backed

securities 5076 5076

Agency-issued collateralized mortgage

obligations 13559 88 44327 388 57886 476
Non-agency mortgage-backed securities 44751 4237 64386 14249 109137 18486

Commercial mortgage-backed securities 9491 404 37990 6317 47481 6721
Municipal bonds and notes 39694 1827 4091 207 43785 2034
Marketable equity securities 152 152

Total temporarily impaired securities $107647 $6561 $155870 $21165 $263517 $27726
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Investment SecuritiesRemaining Contractual Principal Maturities and Yields Fully Taxable Equivalent

Basis

The following table summarizes the remaining contractual principal maturities and fully taxable equivalent

yields on debt securities classified as available for sale as of December 31 2009 Interest income on certain

municipal bonds and notes non-taxable investments are presented on fully taxable equivalent basis using the

federal statutory tax rate of 35 percent The weighted average yield is computed using the amortized cost of

debt securities which are reported at fair value Expected remaining maturities of U.S treasury securities U.S

agency securities and mortgage-backed securities may differ significantly from their contractual maturities

because borrowers have the right to prepay obligations with or without penalties This is most apparent in

mortgage-backed securities as contractual maturities are typically 15 to 30 years whereas expected average lives

of these securities are significantly shorter and vary based upon structure

December 312009
____________________________

U.S treasury

securities 26047

U.S agency

debentures 891753

Residential mortgage-

backed securities

Agency-issued

mortgage-backed

securities i410630 4.02

Agency-issued

collateralized

mortgage

obligatidns 1372375 3.77

Non-agency mortgage-

backed securities 83696 4.87

Commercial mortgage-

backed securities 48801 4.67

Municipal bonds and

notes 102877
______ _______ _______ _________

Total $3936179
_______ ________ ________ _________

Dollars in thousands

__________________________________-
After One After Five

One Year Year to Years to After

Total or Less Five Years to Ten Years Ten Years

Weighted- Weighted- Weighted- Weighted- Weighted

Carrying Average Carrying Average Carrying Average Carrying Average Carrying Average

Value Yield Value Yield Value Yield Value Yield Value Yield

2.39%

2.28 35448 4.48

26047

826830

2.39%

2.14 29475

%$
3.48

1905 6.43 129647 4.40 1279078 398

12597 5.06 63797 4.37 1295981 3.73

19544 4.75 64152 4.90

48801 4.67

6.07 4073 7.43 3583 5.28 38371 5.83 56850

361 $39521 4.78 $870962 2.22 $280834 4.52 $2744862

Investment securities with fair value of $607.8 million and $790.7 million at December 31 2009 and

2008 respectively were pledged to secure certain deposits current and prospective FHLB borrowings and to

maintain the ability to borrow at the discount window at the Federal Reserve Bank of San Francisco For further

information on our available lines of credit refer to Note 12Short-Term Borrowings and Long-Term Debt

6.17

3.94
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Dollars in thousands

Gross gains on investment secunties

Available for sale secunties at fair value

Marketable secunties investment company fair value accounting
Non marketable secunties investment company fair value accounting

Private equity fund investments

Other private equity investments

Other investments

Non-marketable securities equity method accounting

Other investments

Non-marketable securities cost method accounting

Private equity fund investments

Otherprivate equity investments

Total gross gains on investment securities

Gross losses on investment securities

Available-for-sale securities at fair value

Marketable securities investment company fair value accounting

Non-marketable securities investment company fair value accounting

Private equity fund investments

Other private equity investments

Other investments

Non-marketable securities equity method accounting

Other investments

Low income housing tax credit funds

Non-marketable securities cost method accounting

Private equity fund investments

Other private equity investments

Loans and Allowance for Loan Losses

6528 1933 3299

449 1030 1379

129 1248

35829 78155

The composition of loans net of unearned income of $34.9 million and $45.4 million at December 31 2009

and 2008 respectively ispresented in the following table

Dollars in thousands

December 31

2009

Commercial loans $3603639
Premium wine 441901

Community development loans 59926
Consumer and other 442628

Total loans net of unearned income $4548094

2008

$4515019

419539

48293

523402

$5506253

The cost of investment securities is determined on specific identification basis The following table

presents the components of gains and losses on investment securities in 2009 2008 and 2007

Year ended December 31

2009 2008 2007

246 206 1041

1413 644 61

17425 20774 45325

15970 10917 5574
762 196 20228

23

42816

414 2822
431 3647

46318 26511
18678 7725

5874

363

15184
5790
8190

4439
408

Total gross losses on investment securities 74025

Losses gains on investment securities net $3 1209

3337 1685 214
125

Losses gains attributable to noncontrolling interests including carried

interest $26638

2084 1055
258 501

50606 31431

$14777 46724

8929 35449
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Premium wine consists of loans for vineyard development as well as working capital and equipment term

loans to meet the needs of our clients premiumwinŁries and vineyards At December 31 2009 and 2008

$298.9 million and $269.6 million respectively of such loans were secured by real estate

Community development loans consist of low income housing loans made to fulfill our responsibilities

under the Community Reinvestment Act and are primarily secured by real estate

Consumer and other loans consist of loans to targeted high net-worth individuals These products and

services include home equity lines of credit secured lines of credit restricted stock purchase loans and

capital call lines of credit This category
also includes loans made to eligible employees through our

Employee Home Ownership Plan EHOP Loans secured by real estate at December 31 2009 and 2008

were comprised of the following

December 31

Dollars in thousands
2009 2008

Home equity lines of credit 90459 89544

Loans to eligible employees ii 86147 74759

Loans for personal residences iii 64678 58700

Consumer loans secured by real estate $241284 $223003

Represents home equity lines of credits which may have been used to finance real estateinvestments

ii Represents loans made to eligible employees through our EHOP. See Note 16Employee

Compensation and Benefit Plans for further details

iii Represents loans used to purchase renovate or refinance personal residences

The activity in the allowance for loan losses during 2009 2008 and 2007 was as follows

December 31

Dollars in thousands
2009 2008 2007

Allowance for loan losses beginning balance 107396 47293 42747

Provision for loan losses 90180 100713 16836

Gross loan charge-offs 143570 47815 19378

Loan recoveries 18444 7205 7088

Allowance for loan losses ending balance 72450 $107396 47293

Impaired Loans and Troubled Debt Restructurings

As of December 31 2009 and 2008 nonaccrual loans represented all impaired loans loan is considered

impaired when based upon currently known information it is deemed probable that we will be unable to collect

all amounts due according to the contractual terms of the agreement The recorded investment in impaired loans

totaled $50.2 million and $84.9 million at December 31 2009 and 2008 respectively The recorded investment in

impaired loans for which there was related allowance for loan losses was $47.0 million and $79.0 million at

December 31 2009 and 2008 respectively with related allowance for loan losses of $8.9 million and $25.9

million respectively The recorded investment in impaired loans for which there was no related allowance for

loan losses was $3.2 million and $5.9 million at December 31 2009 and 2008 respectively Average impaired

loans for 2009 2008 and 2007 totaled $90.0 million $17.4 million and $10.3 million respectively Interest

income actually recognized totaled $1.8 million $0.1 million and $0.2 million in 2009 2008 and 2007

respectively Our accruing loans past due 90 days or more were $2.5 million and $2.3 million at December 31

2009 and 2008 respectively
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Included in the $50.2 million of impaired loans at December 31 2009 are loans modified in troubled debt

restructurings TDR where concessions have been granted to borrowers
experiencing financial difficulties

These concessions could include reduction in the interest rate on the loan payment extensions forgiveness of

principal or other actions intended to maximize collection As of December 31 2009 we had TDRs of $26.1

million which were comprised of $20.2 million in our Consumer and Other category and $5.9 million in our
Commercial Loans category In order for these loan balances to return to accrual status the borrower must
demonstrate sustained penod of timely payments The commitments available for funding to the clients

associated with these TDR as of December 31 2009 were approximately $0 million

Premises and Equipment

Premises and equipment at December 31 2009 and 2008 consist of the following

December 31
Dollars in thousands

2009 2008

Computer software
55855 43729

Computer hardware 28065 25829
Leasehold improvements 26404 25893
Furniture and equipment 9234 9153
Total

119558 104604
Accumulated depreciation and amortization 87822 74015
Premises and equipment net 31736 30589

Depreciation and amortization
expense for premises and equipment was $14.2 million $15.7 million and

$15.0 million in 2009 2008 and 2007 respectively

10 Goodwill

Goodwill which arises when the purchase price exceeds the assigned value of the net assets of an ÆcquirØd
business represents the value attributable to unidentifiable intangible elements being acquired There was no
remaining goodwill on our balance sheet as of December 31 2009 compared to $4.1 million at December 31
2008 from the acquisition of eProsper

eProsper

During the third quarter of 2006 through our subsidiary SYB Analytics we acquired 65% ownership
interest in eProsper an equity ownership data management services company In connection with this

acquisition we recognized $4.1 million in goodwill During the first quarter of 2009 we conducted an

assessment of goodwill of eProsper in accordance with ASC 350 formerly known as SFAS No 142 based on
eProspers revised forecast of discounted net cash flows for that reporting unit We concluded that we had an

impairment of goodwill resulting from changes in our outlook for eProsper future financial performance As
result $4.1 million of goodwill was expensed as noncash non tax-deductible charge to continuing operations
during the first quarter of 2009

SVB Alliant

During the second quarter of 2007 we conducted our annual assessment of goodwill of SVB Alliant in

accordance with ASC 350 We concluded that we had an impairment of goodwill based on forecasted discounted

net cash flows for that reporting unit The impairment resulted from changes in our outlook for SVB Alliants

139



SVB FINANCIAL GROUP AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSContinued

future financial performance and the remaining $17.2 million of goodwill was expensed as noncash charge to

continuing operations during the second quarter of 2007 All operations
at SVB Alliant were ceased as of

March 31 2008

11 Deposits

The aggregate amount of time deposit accounts individually exceeding $100 000 totaled $281 million and

$326 million at December 31 2009 and 2008 respectively Interest expense paid on tim deposits individually

exceeding $100000 totaled $2.1 million $3.0 million and $2.6 million in 2009 2008 and 2007 respectively At

December 31 2009 time deposit accounts individually exceeding $100000 totaling $277.0 million were

scheduled to mature within one year

12 Short-Term Borrowings and Long-Term Debt

The following
table represents outstanding short-term borrowings and long term debt at December 31 2009

and 2008

Dollars in thousands
Maturity December 31 2009 December 31 2008

Short-term borrowings

Other short-term borrowings
38755 62120

Total short-term borrowings
38755 62120

Long-thrrn debt

FHLB advances
$100000

5.70% senior notes
June 2012 269793 279370

6.05% subordinated notes
June 2017 276541 313953

3.875% convertible senior notes April 15 2011 246991 244783

7.0% junior subordinated debentures October 15 2033 55986 55914

4.99% long-term notes payable
7339

8.0% long-term notes payable
1403

Total longterm debt
$856650 $995423

Represents cash collateral received from counterparties for our interest rate swap agreements related to our

senior and subordinated notes

Balance as of December 31 2008 included FHLB advances of $50 million that matured in May 2009 and

$50 million that was prepaid in September 2009 originally due in November 2009

Represents long-term notes payable
related to one of our debt fund investments and was payable beginning

April 30 2009 with the last payment due in April 2012

Balance at December 31 2008 represented long-term notes payable at eProsper and was payable beginning

January 2008 with the last payment made in November 2009

The aggregate
annual maturities of long-term debt obligations as of December 31 2009 are as follows

Year ended December 31 Dollars in thousands

2010
905

2011
251528

2012
270690

2013

2014

2015 and thereafter
332 527

Total
$856 650
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Interest
expense related to short-term

borrowings and long-term debt was $27.7 million $47.0 million and
$54.3 million in 2009 2008 and 2007 respectively Interest expense shown is net of the cash flow impact from
our interest rate swap agreements related to our senior and subordinated notes and junior subordinated
debentures The weighted average interest rates associated with our short-term borrowings as of December 31
2009 and 2008 were 0.05 percent and 0.12 percent respectively

Senior Notes and SubQrdinated Notes

On May 15 2007 the Bank issued 70% senior notes due June 2012 an aggregate principal amount
of $250 million and 6.05% subordinated notes due June 2017 in an aggregate principal amount of
$250 million collectively the Notes The discount and issuance costs related to the Notes were $0.8 million
and $42 million respectively and the net proceeds from the offering of the Notes were $495.0 million The
Notes are not redeemable prior to maturity and interest is payable semi-annually Proceeds from the issuance of
these Notes were used for repayment of certain short-term borrowings Debt issuance costs of $2.0 million and
$2.2 million related to the senior and subordinated notes respectively were deferred and are being amortized to

interest expense over the term of the Notes using the effective interest method Concurrent with the issuance of
the Notes we entered into fixed-to-variable interest rate swap agreements related to both the senior notes and the
subordinated notes see Note l3Derivative Financial Instruments The fair values of the senior and
subordinated notes are included in Note 19Fair Value of Financial Instruments

875% Convertible Senior Notes 2008 Convertible Notes

In April 2008 we issued our 2008 Convertible Notes due April 15 2011 in the aggregate principal amount
of $250 million to qualified institutional buyers pursuant to Rule 144A under the Securities Act of 1933 The
issuance costs related to the 2008 Convertible Notes were $6 million and the net proceeds from the offering
were $243 million We used $141 million of the net proceeds to settle the principal value of our zero coupon
convertible subordinated notes which matured in June 2008 All remaining proceeds were used for general
corporate purposes The 2008 Convertible Notes are initially convertible subject to certain conditions into cash

up to the principal amount of notes and into shares of our common stock or cash or any combination thereof for

any excess conversion value at our option Holders may convert their 2008 Convertible Notes beginning any
fiscal

quarter conmiencing after June 30 2008 if the price of our common stock issuable upon conversiOn of
the note reaches specific threshold ii specified corporate transactions occur or iii the trading price for the
note falls below certain thresholds The notes have an initial coæversioæ rate of 18.8525 shares of common stock

per $1000 principal amount of notes which represents an initial effeºtive conversion price of $53.04 per share

Upon maturity we intend tO settle the outstanding principal amount in cash and we have the option to settle any
amount exceeding the principal value of the 2008 Convertible Notes in either cash or shares of our common
stock The fair value of the 2008 Convertible Notes is included in Note 19Fair Value of Financial
Instruments

Concurrent with the issuance of our 2008 Convertible Notes we entered into convertible note hedge and
warrant agreement see Note 13Derivative Financial Instruments which effectively increased the economic
conversion price of our 2008 Convertible Notes to $64.43 per share of common stock The terms of the hedge
and warrant agreement are not part of the terms of the notes and will not affect the rights of the holders of the
notes

The effective interest rate for our 2008 Convertible Notes in 2009 and 2008 was 5.71 percent and 5.65

percent respectively and interest expense was $14.0 million and $10.1 million respectively At December 31
2009 the unamortized debt discount totaled $3.0 million and will be amortized over the remaining contractual
term of the debt
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ZeroCoupon convertible Subordinated Notes 2003 Convertible Notes

Our 2003 Convertible Notes previously issued with an original aggregate
total principal amount of $150

million matured on June 15 2008 As of the maturity date convertible notes for the aggregate
total principal

amount of $141.9 million were outstanding and had not yet been converted Based on the conversion terms of

these notes on June 23 2008 we made an aggregate conversion settlement payment in cash and in shares of our

common stock The total value of both cash and shares as calculated based on the terms of the notes and as of the

payment date was $212.8 million Of the $212.8 million we paid $141.9 million in cash representing
the portion

Of the conversion payment as the total principal amount of the notes converted We also issued 1406034 shares

of our comriiôn stock valued at $70.9 million as calculated based on the terms of the notes representing the

portion of the conversion premium value that exceed the total principal am6unt of the notes In connection

with this conversion settlement paymŁfit weexercised call Options pursuant to call-spread arrangenient with

certain counterparty undet which the counterpärt delivered to us 1406043 shares of our commOn stock valued

at $70.9 million According1 there was no net impact on our total stockholders equity with respect to settling

the conversion premium value

70% Junior Subordinated Debentures

On October 30 2003 we issued $51.5 million in 7.0% junior subordinated debentures to special-purpose

trust SVB Capital II Distributions to SVB Capital II are cumulative and are payable quarterly at fixed rate of

7.0% per annum of the face value of the junior
subordinated debentures Distributions for each of 2009 2008 and

2007 were $3.5 million The junior subordinated debentures are mandatorily redeemable upon maturity on

October 15 2033 or may be redeemed prior to maturity in whole or in part at our option at any time on or after

October 30 2008 Issuance costs of $2 million related to the junior subordinated debentures were deferred and

are being amortized over the period until mandatory redemption of the debentures in October 2033 We entered

into fixed-to variable interest rate swap agreement related to these junior
subordinated debentures see Note

13 Derivative Financial Instruments The fair value of the 0% junior
subordinated debentures is included

in Note 19 Fair Value of Financial Instruments

Available Lines of Credit

We have certain facilities in place to enable us to access short term borrowings on secured using fixed

income securities as collateral and an unsecured basis These include repurchase agreements and uncommitted

federal funds lines with various financial institutions As of December 31 2009 we had not borrowed against our

repurchase lines or any of our uncommitted federal funds lines We also pledge securities to the Federal Home

Loan Bank of San Francisco and the discount window at the Federal Reserve Bank The market value of

collateral pledged to the Federal Home Loan Bank of San Francisco primarily comprised of agency-issued

mortgage-backed securities at December 31 2009 totaled $497.4 million all of which was unused and available

to support additional borrowings The market value of collateral pledged at the discount window of the Federal

Reserve Bank at December 31 2009 totaled $85.7 million all of which was unused and available to support

additional borrowings

13 Derivative Financial Instruments

We primarily use derivative financial instruments to manage interest rate risk currency exchange rate risk

equitymarket price risk and to assist customers with their risk management objectives Also in connection with

negotiating credit facilities and certain other services we frequently obtain equity warrant assets giving us the

right to acquire stock in certain client companies
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Interest Rate Risk

Interest rate risk is our primary market risk- and ºan result from timing and volume differences in the

repricing of our interest rate-sensitive assets and liabilities and changes in market interest rates To manage

interest rateiisk for our 5.70% senior notes and 6.05% subordinated notes we entered into fixed-for-floaiing

interest rate swap agreements at the time of debt issuance based upon London Interbank Offejed Rates

LIBOR with matched-terms We use the shortcut method to assess hedge effectiveness and evaluate the

hedging relationships for qualification under the shortcut method requirements for each reporting period

Prior to December 2008 we were managing our interest rate risk for our 0% junior subordinated notes

with an interest rate swap agreement We designated this interest rate sap as fair value hedge which

management evaluated for effectiveness using the statistical regression analysis approach for each reporting

period In December 2008 our counterparty called the swap related to our 7.0% junior subordinated notes for

settlement in January 2009 As result we de-designated the swap as hedging instrument in December 2008

For more information on our 5.70% senior notes 6.05% subordinated notes and 7.0% junior subordinated

notes see Note 12 Short Term Borrowings and Long Term Debt

Net cash benefits associated with our interest rate swaps are recorded in Interest Expense Borrowings

component of net interest income The fair value of our interest rate swaps is calculated using discounted cash

flow method and adjusted for credit valuation associated with counterparty risk Increases from changes in fair

value are included in Other Assets and decreases from changes in fair value are included in Other Liabilities

Any differences associated with our interest rate swaps that arise as result of hedge ineffectiveness are recorded

through net losses gains on derivative instruments in nonmterest income component of consolidated net

income

Currency Exchange Risk

We enter into foreign exchange forward contracts to hedge against exposures
of our loans that are

denominated in foreign currencies to our clients primarily in Pound Sterling Euro and Japanese Yen We do not

designate any foreign exchange forward contracts as derivative instruments that qualify for hedge accounting

Changes in currency rates on the loans are included in other noninterest income component of nomnterest

income We may experience ineffectiveness in the economic hedging relationship because the loans are revalued

based upon changes in the currency spot rate on the principal value while the forwards are revalued on

discounted cash flow basis We record forward agreements in gain positions in Other Assets and loss positions

in Other Liabilities while net changes in fair value are recorded through net losses gains on derivative

instruments in noninterest income component of consolidated net income

Equity Market Price Risk

We have convertible debt instruments that contain conversion options that enable the holders to convert the

instruments subject to certain conditions Specifically we currently have outstanding our 2008 Conveitible

Notes We intend to settle any conversions in cash up to the principal amount of these notes and in shares of our

common stock or cash or any combination thereof for any excess conversion value at our option The conversion

option represents an equity risk exposure
for the excess conversion value and is an equity derivative classified in

stockholders equity We manage equity market price risk of our convertible debt instruments by entering into

convertible note hedge and warrant agreements to increase the economic conversion price of our convertible debt

instruments and to decrease potential dilution to stockholders resulting from the conversion option Similar to the

conversion option the hedge and warrant agreements are equity derivatives classified in stockholders equity
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Concurrent with the issuance of our 2008 Convertible Notes we entered into convertible note hedge and

warrant agreement at net cost of $20.6 million which effectively increased the economic conversion price from

$53.04 per common share to $64.43 For the year ended December 31 2009 and 2008 there were no note

conversions or exercises under the warrant agreement as the notes were not convertible Concurrent with the

issuance of our 2003 Convertible Notes we entered into convertible note hedge agreement and warrant

agreement ata net cost of $21.9 million which effectively increased the economic conversion price from $33.63

per common share to $51.34 The 003 Convertible Notes and associated note hedge and warrant agreement

matured on June 15 2008

For more information on the 2003 Convertible Notes and the 2008 Convertible Notes see Note 12- Short

Term Borrowings and Long-Term Debt

Other Derivative Instruments

Equity Warrant Assets

Our equity warrant assets are concentrated in private venture-backed companies in the technology and life

science industries Our warrant agreements contain net share settlement provisions which permit us to pay the

warrant exercise price using shares issuable under the warrant cashless exercise Because we can net settle

our warrant agreements our equity warrant assets qualify as derivative instruments We value our equity warrant

assets using
modified Black Scholes option pricing model which incorporates assumptions about the

underlying asset value volatility and the risk free rate We make valuation adjustments for estimated remaining

life and marketability for warrants issued by pnvate companies Equity warrant assets are recorded at fair value

in Other Assets while changes in their fair value are recorded through net losses gains on derivative

instruments in noninterest income component of cOnsOlidated net income

Other Derivatives

We sell forward and option contracts to clients that wish to mitigate their foreign currency exposure We
hedge the

currency
risk from this business by entering into opposite way contracts with correspondent banks

This hedging relationship does not qualify for hedge accounting The contracts generally have terms of one year

or less although we may have contracts extending for up to five years We generally have not experienced

nonperformance on these contracts have not incurred credit losses and anticipate performance by all

counterparties to such agreements Increases from changes in fair value are included in Other Assets and

decreases from changes in fair value are included in Other Liabilities The net change in the fair value of these

contracts is recorded through net losses gains on derivative instruments in noninterest income component of

consolidated net income

Counterparty Credit Risk

We are exposed to credit risk if counterparties to our derivative contracts do not perform as expected We
minimize counterparty credit risk through credit approvals limits monitoring procedures and obtaining

collateral as appropriate
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The total notional or contractual amounts fair value collateral and net exposure of our derivative financial

instruments at December 31 2009 and 2008 respectively were as follows

December 31 2009 December 312008

Notional or Net Notional or Net

Balance sheet contractual Fair Collateral exposure contractual Fair Collateral exposure

Dollars in thousands location amount value amount value

Derivatives designated

as hedging

instruments

Interest Rate Risks

Interest rate swaps ... Other assets $500000 46895 $38755 8140 $550000 94142 $62120 32022

Denvatives not

designated as hedging

instruments

Currency Exchange

Risks

Foreign exchange

forwards Other assets

Foreign exchange

forwards Other liabilities

Other derivatives

Foreign exchange

forwards Other assets

Foreign exchange

forwards Other liabilities

Foreign currency

options Other assets

Foreign currency

options Other liabilities

Net exposure

Net

48276 1472 1472 50393 4212 4212

9828 85 85 23193 1092 1092

1387 1387 3120 3120

120192 41292 41292 130401 43659 43659

316759 16772 16772 354399 32476 32476

326116 15593 15593 344703 31039 31039

1819 192 192 25848 501 501

1819 192 192 25848 501 501

1179 1179 1437 1437

90753 $38755 51998 $142358 $62120 80238

Cash collateral received from counterparties for our interest rate swap agreements is recorded as component of short

term borrowings on our consolidated balance sheets

Net exposure for contracts in gain position reflects the replacement cost in the event of nonperformance by all such

counterparties The credit ratings of our institutional counterparties as of December 31 2009 remain at or higher and

there were no material changes in their credit ratings for the year ended December 31 2009

Net exposure

Other Derivative

Instruments

Equity warrant

assets Other assets

145



SVB FINANCIAL GROUP AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSContinued

summary of our derivative activity and the related impact on our consolidated statements of income for

2009 2008 and 2007 is as follows

Year ended December 31

Dollars in thousands Statement of income location 2009 2008 2007

Derivatives designated as hedging

instruments

Interest Rate Risks

Net cash benefit associated with

interest rate swaps Interest expense borrowings $20967 $10610 1059

Changes in fair value of interest rate Net losses gains on derivative

swap instruments 170 1856 499

Net gains associated with interest

rate risk derivatives $20797 8754 560

Derivatives not designated as hedging

instruments

Currency Exchange Risks

Gains losses on foreign currency

loan revaluations net Other noninterest income 1945 7567 1905

Losses gains on foreign exchange Net losses gains on derivative

forward contracts net instruments 2258 5185 198

Net losses gains associated with

currency risk 313 2382 1707

Other Derivative Instruments

Losses gains on equity warrant Net losses gains on derivative

assets instruments 55 $10541 $23476

Gains on client foreign exchange Net losses gains on derivative

forward contracts net instruments 1730 4233 1156

Gains on covered call options net .. Net losses gains on derivative

instruments 402

14 Other Noninterest Income and Expense

summary of other noninterest income for 2009 2008 and 2007 respectively is as follows

Year ended December 31

Dollars in thousands 2009 2008 2007

Fund management fees $10328 8547 8583

Service-based fee income 7554 8686 5356

Gains losses on foreign currency loans revaluation net 1945 7567 1905

Other 10134 9386 10252

Total other noninterest income $29961 $19052 $26096

Includes income from SVB Analytics and its subsidiary eProsper
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summary of other noninterest expense for 2009 2008 and 2007 respectively is as follows

Dollars in thousands 2009

Tax credit fund amortization 4614

Telephone 4202
Data processing services 3025

Postage and supplies 2985
Other 9897

Total other noninterest
expense $24723

15 Income Taxes

Year ended December 31

2008 2007

3853 3173

5276 5404

4235 3841

3939 3814

______ 8704 8174

______ $26007 $24406

On January 2007 we adopted the provisions of ASC 740 formerly known as FIN No 48 This guidance

clarifies the accounting for uncertainty in income taxes recognized in the entitys financial statements Our

adoption of this guidance did not result in cumulative effect adjustment to retained earnings

summary of changes in our unrecognized tax benefit including interest and penalties in 2009 is as

follows

21
87

45
74

$267

The total amount of unrecognized tax benefit at January 2009 was $0.3 million At December 31 2009
our unrecognized tax benefit was $0.3 million the recognition of which would reduce our income tax expense by

$0.3 million Total accrued interest and penalties at December 31 2009 were $0.1 million We expect that our

unrecognized tax benefit will change in the next 12 months however we do not expect the change to have

significant impact on our financial position or our results of operations

We are subject to income tax in the U.S federal jurisdiction and various state and foreign jurisdictions and

have identified our federal tax return and tax returns in California and Massachusetts as major tax filings U.S
federal tax examinations through 1998 have been concluded The U.S federal tax return for 2006 and subsequent

years remain open to examination by the Internal Revenue Service Our California and Massachusetts tax returns

for the years 2005 and 2006 respectively and subsequent years remain open to examination

Dollars in thousands

Balance at January 2009

Additions based on tax positions related to current year

Reduction based on tax positions related to current year

Additions for tax positions for prior years

Reduction for tax positions for prior years

Reduction as result of lapse of the applicable statute of limitations

Balance at December 31 2009

Reconciliation of

Unrecognized Interest

Tax Benefit Penalties Total

$256 $105 361

64 64

21
41 128

49
42 116

$100 367
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The amount of current taxes receivable was $16.9 million and $2.1 million at December 31 2009 and 2008

respectively The components of our provision for income taxes for 2009 2008 and 2007 consisted of the

following

Year ended December 31

Dollars in thousands
2009 2008 2007

Current provision

Federal $25300 $35358 77590

State 7813 14640 21990

Deferred expense benefit

Federal 1445 3005 12537

State 649 790 2462

Income tax expense $35207 $52213 84581

Effective January 2009 we adopted new accounting standard ASC 10-10 formerly known as SFAS

No 160 which requires us to- clearly identify and distinguish between the interests of the Company and the

interests of the noncontrolling owners by presenting noncontrolling interests after net income in our consolidated

statements of income As result our effective tax rate is calculated by dividing income tax expense by the sum

of income before income tax expense and the net loss income attributable to noncontrolling interests

The reconciliation between the federal statutory income tax rate and our effective income tax rate for 2009

2008 and 2007 is as follows

Year ended December 31

2009 2008 2007

Federal statutory income tax rate 35.0% 35.0% 35.0%

State income taxes net of the federal tax effect 6.6 6.9 6.1

Share-based compensation expense on incentive stock options and ESPP 2.8 1.4 1.2

Goodwill impairmenteProsper 1.7

Disallowed officers compensation 1.2

Meals and entertainment 0.9 0.6 0.3

Loss from conversion of certain zero-coupon convertible subordinated notes 1.0

Low-income housing tax credit 5.2 3.0 1.3

Tax-exempt interest income 1.7 1.1 0.4

Other net
1.0 ft5 0.4

Effective income tax rate
42.3% 41.3% 41.3%
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Deferred tax assets liabilities at December 31 2009 and 2008 consisted of the following

Year ended December 31

Dollars in thousands 2009 2008

Deferred tax assets

Allowance for loan losses 35258

Other accruals not currently deductible 8793

Share-based compensation expense 7131

Original issuance discount on 2008 Convertible Notes 6190

Premises and equipment and other intangibles 5212

Net operating loss 3729

Investments 374

State income taxes 291

Loan fee income 857

Research and development credit 237

Net unrealized losses on available-for-sale investment securities

Other 24
_______

Deferred tax assets 70 096

Deferred tax liabilities

Derivative equity warrant assets ...
Net unrealized gains on available-for-sale investment securities

Loan fee income

Investments

FHLB stock dividend

Other

Deferred tax liabilities

Net deferred tax assets

Valuation allowance

Net deferred tax assets after valuation allOwance

7178 8917
4096

3526
841

1261 1435
558

13093 14719

57003 66872

3966 3641

53037 63231

At December 31 2009 and 2008 federal net operating loss carryforwards totaled $9.8 million and $9.1

million respectively and state net operating loss carryforwards totaled $4.8 million and $4.0 million

respectively These net operating loss carryforwards expire at various dates beginning in 2013 portion of our

net operating loss carryforwards will be subject to provisions of the tax law that limits the use of losses that

existed at the time there is change in control of an enterprise At December 31 2009 the amount of our federal

and state net operating loss carryforwards that would be subject to these limitations was $7.2 million and $2.2

million respectively

We believe that it is more likely than not that the benefitfrom these net operating loss carryforward and

research and development credits associated with eProsper will not be realized due to the lack of future

profitability in that business In recognition of this risk we have provided valuation allowance of $4.0 million

and $3.6 million on the deferred tax assets related to these net operating loss carryforward and research and

development credits at December 31 2009 and 2008 respectively We believe it is more likely than not that the

remaining deferred tax assets will be realized through recovery of taxes previously paid and/or future taxable

income Therefore no valuation allowance was provided for the remaining deferred tax assets
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16 Employee Compensation and Benefit Plans

We have the following employee compensation and benefit plans Equity Incentive Plans ii Employee

Stock Purchase Plan iii Incentive Compensation Plans iv Direct Drive Incentive Compensation Plan

Retention Program vi Warrant Incentive Plan vii SVB Financial Group 401k and Employee Stock

Ownership Plan viii Employee Home Ownership Plan ix SVB Qualified Investors Fund LLC and SVB

Qualified Investors Fund II LLC and Deferred Compensation Plan The Equity Incentive Plans and the

Employee Stock Purchase Plan are described in Note 4Share-Based Compensation

liwentive Compensation Plans

In general Incentive Compensation Plans ICP are bonus programs paid based on our financial results

Awards are distributed based on the employees target bonus level our performance and managements

assessment of individual employee performance ICP expense was $18.3 million $14.8 million and $43.2 million

in 2009 2008 and 2007 respectively

Direct Drive Incentive Compensation Plan

The Direct Drive Incentive Compensation Plan Direct Drive is an annual sales incentive program

Payments are based on sales teams performance to predetermined financial targets Actual awards for each sales

team member under Direct Drive is based on the actual results and financial performance with respect to the

gross profit targets ii the sales team payout targets and iii the sales team members sales position and team

payout allocation We define gross profit targets as the revenue goals for total interest income after funds transfer

pricing and noninterest income Income associated with equity warrant assets is not included in the gross profit

targets Additionally sales team members may receive discretionary award based on managements assessment

of such members contributions and performance during the applicable fiscal year regardless of achievement of

team gross profit targets Direct Drive expenses were $6.9 million $9.6 million and $7.6 million in 2009 2008

and 2007 respectively

Retention Program

The Retention Program RP is long-term incentive plan that allows senior management to share directly

in our investment success Plan participants are granted an interest in the distributions made on certain designated

investments made by us as well as certain fees received by us during the applicable year Specifically

participants share in returns from designated investments madeby us including investments in certain private

equity funds venture debt funds and direct equity investments in companies ii income realized from the

exercise of and the subsequent sale of shares obtained through the exercise of warrants held by us and

iii other designated amounts as determined by us All designated investments for the program are approved

annually by the Board of Directors Compônsation Committee We determine individual allocations in the RP

based on individual performance the individuals tole and the total number of plan participants Each allocation

gives the participant stated percentage or dollar interest in the future returns on the designated investments and

fees in the pool The interests are not in the underlying investments themselves but rather in future distributions

or returns to us on such investments Distributions received by us are paid to the participants over the term of the

applicable plan which is generally ten years RP expenses were $1.0 million $1.1 million and $2.7 million in

2009 2008 and 2007 respectively

Warrant Incentive Plan

The Warrant Incentive Plan provides individual and team awards to those employees who negotiate warrants

on our behalf Designated participants share in the cash received from the exercise of equity warrant assets Warrant

Incentive Plan expenses were $0.6 million $0.8 million and $1.4 million in 2009 2008 and 2007 respectively
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SVB Financial Group 401k and Employee Stock Ownership Plan

The SVB Financial Group 401k the 401k Plan and Employee Stock Ownership ESOP Plan

collectively referred to as the Plan is combined 401k tax-deferred savings plan and employee stock

ownership plan in which all regular employees are eligible to participate

Employees participating in the 401k Plan are allowed to contribute up to 75% of their pre-tax

compensation as defined in the Plan up to the maximum amount allowable under federal income tax regulations

of $16500 $15500 and $15500 in 2009 2008 and 2007 respectively We match the employees contributions

dollar-for-dollar up to 5% of the employees pre-tax compensation as defined in the Plan Our matching
contributions vest immediately Our matching 401k Plan expenses totaled $6.0 million $4.9 million and

$4.9 million in 2009 2008 and 2007 respectively The amount of salary deferred up to the allowed maximum is

not subject to federal or state income taxes at the time of deferral

Discretionary ESOP contnbutions based on our consolidated net income are made by us to all eligible

individuals employed by us on the last day of the fiscal year We may elect to contribute cash or our common
stock in an amount not exceeding 10% of the employees eligible compensation earned in the fiscal year The

ESOP contributions vest in equal annual increments over five years during participants first fiye years of

service thereafter all subsequent ESOP contributions are fully vested Forfeited balances of terminated

participants nonvested accounts are used first to restore previously forfeited amounts of rehired participants

accounts and are then used to pay administrative expenses and to reduce our future contributions to the Plan

Forfeited nonvested accounts totaled $0.3 million and $0.7 million at December 31 2009 and 2008 respectively

During 2009 our contributions to the Plan were reduced by $0.6 million from forfeited nonvested accounts and

administrative expenses totaling $42 thousand were paid from forfeited nonvested accounts

We did not make any contributions to our ESOP for 2009 or 2008 Our contribution to our ESOP totaled

$7.5 million for 2007 At December 31 2009 our ESOP owned 447252 shares of our common stock All shares

held by our ESOP are treated as outstanding shares in both our basic and diluted earnings per common share

computations At December 31 2009 we had not committed any shares to the ESOP program

Employee Home Ownership Plan

The Employee Home Ownership Plan EHOP is benefit plan that provides for the issuance of mortgage
loans at favorable interest rates to eligible employees Eligible employees may apply for fixed-rate mortgage
which is due and payable in either five or seven years on their primary residence and is amortized over 30 year

period Applicants must qualify for loan through the usual mortgage review and approval process which is

typical of industry standards The maximum loan amount cannot be greater than 80.0% of the lesser of the

purchase price or the appraised value The interest rate on the loan is written at the then market rate for five year

5/1 or seven year 7/1 mortgage loans as determined by us However provided that the applicant continues to

meet all the eligibility requirements including employment the actual rate charged to the borrower shall be up to

2.0% below the market rate The loan rate shall not be less than the greater of either the five-year Treasury Note

plus 25 basis points for the five year loan or the
average of the five year and 10

year Treasury Note plus
25 basis points for the seven year loan or the monthly Applicable Federal Rate for medium-term loans as

published by the Internal Revenue Service The loan rate will be fixed at the time of approval and locked in for

30 days We recognize as compensation expense
the

aggregate dollar amount by which interest charged to an

employee under the EHOP is less than the market rate of interest that would be charged for comparable loan

Compensation expense attributable to loans issued under the EHOP in 2009 2008 and 2007 was $1.6 million

$1.1 million and $0.5 million respectively
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The following table summarizes the activities of all EHOP loans to employees for 2009 and 2008

Year ended December 31

Dollars in thousands
2009 2008

Balance at the beginning of the year
$74759 48973

Loan proceeds disbursed for EHOP 18892 36195

Loan repayments for EHOP 7503 10409

Balance at the end of the year
$86148 74759

SVB Qualified Investors Fund LLC and SVB Qualified Investors Fund II LLC

SVB Qualified Investor Fund LLC QIF $7.6 million investment fund was formed in 2000 on behalf

of certain eligible employees QIF was initially fully capitalized by equity contributions by employees QIFs

principal purpose is to invest in select number of private equity funds managed primarily by SVB Financial or

its affiliates The fund will continue until December 12 2013 unless terminated sooner or extended in

accordance with the fund operating agreement In 2005 we formed SVB Qualified Investors Fund II LLC QIF

II $5.1 million investment fund for eligible employees which is structured similarly to QIF QIF II will

continue until April 2018 unless terminated sooner or extended in accordance with the fund operating

agreement We incurred fund administration costs of $0.1 million for each of 2009 2008 and 2007 for both QIF

and QIFII

Deferred Compensation Plan

In October 2004 we established the Deferred Compensation Plan the DC Plan The DC Plan became

effective on January 2005 Under the DC Plan eligible employees may elect to defer up to 25% of their base

salary and/or up to 100% of any bonus payment to which they are entitled for period of 12 consecutive months

beginning January and ending December 31 Executive officers and certain senior managers are eligible to

participate in the DC Plan and any amounts deferred under the DC Plan will be invested and administered by us

or such person we designate We do not match employee deferrals to the DC Plan nor do we make any other

contributions to the DC Plan Deferrals under the DC Plan were $0.6 million $0.9 million and $0.7 million in

2009 2008 and 2007 respectively The DC Plan investment had gain of $0.6 million in 2009 loss of

$0.9 million in 2008 and gain of $0.2 million in 2007

17 Related Parties

Loan Transactions

SVB Financial has commitment under $75.0 million partially-syndicated revolving line of credit facility

to Gold Hill Venture Lending 03 LP venture debt fund Gold Hill and its affiliated funds Of the $75.0

million $30.9 million is syndicated to another lender SVB Financial has 9.3% effective ownership interest in

Gold Hill as well as 90.7% majority interest in its general partner Gold Hill Venture Lending Partners 03

LLC The line Of credit is secured and bears an interest rate of prime plus one percent The highest outstanding

balance under the facility during 2009 2008 and 2007 was $64.0 million $69.0 million and $59.0 million

respectively At December 31 2009 and 2008 Gold Hills outstanding balance totaled $8.8 million and

$34.3 million respectively

In October 2008 the Bank renewed $0.7 million revolving line of credit originally extended in 2005 to

relative of Harry Kellogg an executive officer of the Company At the time of renewal the loan was made in

the ordinary course of business was made on substantially the same terms including interest rates and
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collateral as those prevailing at the time for comparable transactions with other persons and did not involve
more than the normal risk of collectibility or present other unfavorable features The maturity date of the loan
was October 14 2009 however during the fourth quarter of 2009 the loan became nonperforming The largest

aggregate amount of principal outstanding during 2009 was $0.7 million as of December 31 2009 the amount
of principal outstanding remains at $0.7 million No payment of the principal amount was made during 2009 The
amount of interest paid in 2009 was $32 thousand

Additionally during 2009 the Bank made loans to related parties including certain companies in which
certain of our directors or their affiliated venture funds are beneficial owners of ten percent or more of the equity
securities of such companies Such loans were made in the ordinary course of business were made on
substantially the same terms including interest rates and collateral as those prevailing at the time for comparable
transactions with other persons and did not involve more than the normal risk of collectibility or present
other unfavorable features

Fund Investments

Managed Funds

In 2000 we formed two venture investment funds SIF and SVBV SIF is $121.8 million fund that

primarily invests in venture capital/private equity funds and SVBV is $56.1 million direct equity investment
fund that invests in privately-held companies Both funds are managed by their respective general partnerswhich are wholly-owned subsidiaries of SVB Financial and hold an interest in the respective funds Certain of
our directors have also invested in the funds and hold noncontrolling interest Messrs Hardymon through his

family limited partnership $0.9 million and Porter $0.5 million are limited partners of SIF and
Messrs Hardymon through his family limited

partnership $1.5 million and Kramlich $1.0 million are
limited partners of SVBV

In 2004 we created SIF II $175.0 million fund of funds that invests primarily in venture capitallprivate
equity funds SIF II is managed by its general partner which is wholly-owned subsidiary of SVB Financial and
holds an interest in the fund Certain of our directors have invested in SIF and hold

noncontrolling interest as
limited partner Messrs Hardymon through his family limited partnership $1.0 million and Porter $0.1

million

In 2006 we created SICP $53.9 million direct equity investment fund that invests in privately-held
companies in India SICP is managed by its general partner which is wholly-owned subsidiary of SVB
Financial and holds an interest in the fund Certain of our directors have invested in SICP and hold
noncontrolling interest as limited partner Messrs Benhamou through Benhamou Global Ventures
$0.3 million Friedman through his family trust $0.1 million and Porter $0.2 million and Mmes Krishnan
through her family trust $0.3 million and Rodeno $0.3 million

In 2007 we created SCPII $90.1 million fund that invests in privately held companies SCPII is managed
by its general partner wholly-owned subsidiary of SVB Financial and holds an interest in the fund One of our
directors has invested in SCPII and holds

noncontrolling interest as limited partner Mr Hardymon through
his family limited partnership $0.5 million
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Sponsored Funds

In 2003 the Gold Hill 03 Funds were created The total size of the Gold Hill 03 Funds is approximately

$214.1 million We have majority interest in the general partner of the Gold Hill 03 Funds in addition to being

limited partner in one of the Gold Hill 03 Funds Our combined commitment total in the general partner and the

Gold Hill 03 Funds is $20.0 million Certain of our directors are also limited partners of the Gold Hill 03 Funds

and hold noncontrolling interest Mr Hardymon through his family limited partnership $2.5 million and Ms

Rodeno $0.2 million

In 2005 Partners for Growth II LP debt fund PFG II was created The total size of PFG II is

approximately $62.0 million and our investment in the fund was $15.0 million The general partner of PFG II is

not owned or controlled by us Certain of our directors are also limited partners
in PFG II and hold

noncontrolling interest Mr Hardymon $1.0 million and Ms Rodeno $0.3 million

In 2008 Gold Hill Capital 2008 L.P venture debt fund in the Gold Hill funds family and certain

affiliated funds the Gold Hill II Funds were created The total size of the Gold Hill II Funds is $126.5

million of which we have combined noncontrolling commitment total in the general partner
and the Gold Hill

II Funds of $20.0 million Certain of our directors are also limited partners
of the Gold Hill II Funds and hold

noncontrolling interest Mr Hardymon through his family limited partnership $0.5 million and Ms Rodeno

$0.3 million

Employee Funds

In 2000 we created QIF $7.6 million investment fund for employees that met certain eligibility

requirements To be eligible to participate
in QIF an employee must be of certain grade level and must be an

accredited investor as such term is defined by the SEC QIF was initially capitalized by commitments and

contributions from certain eligible employees including our senior management All employee participants are

required to invest in this fund with their own money but we manage the fund and pay all administrative costs

associated with the fund QIF principal purpose
is to invest in select number of venture capitallprivate equity

funds managed primarily by us or our affiliates In 2009 the following individuals were executive officers who

participated
in QIF each with individual commitment amounts ranging between $0.1 million and $0.5 million

Messrs Wilcox Becker Jones Kellogg and Verissimo QIF is also limited partner of and holds an interest in

each of SIF $2.7 million SIF II $2.1 million and SVBV $2.0 million

In 2005 we formed QIF II $5.1 million investment fund for employees that met certain eligibility

requirements similar to those of QIF All employee participants are required to invest in this fund with their own

money but we manage the fund and pay all administrative costs associated with the fund QIF IIs principal

purpose is to invest in select number of venture capitaJprivate equity funds managed primarily by us or our

affiliates In 2009 the following individuals were executive officers who participated
in QIF II each with

individual commitment amounts ranging between $50 thousand and $0.3 million Messrs Wilcox Becker Jones

Kellogg and Verissimo and Ms Dent QIF II is also limited partner of and holds an interest in each of SIF II

$0.4 million SCPII $0.8 million SICP $0.5 million SIF III $1.0 million Partners for Growth LP $0.8

million and Partners for Growth II LP $0.5 million
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18 Off-Balance Sheet Arrangements Guarantees and Other Commitments

Operating Leases

We are obligated under number of noncancelable operating leases for premises and equipment that expire
at various dates through 2020 and in most instances include options to renew or extend at market rates and
terms Such leases may provide for periodic adjustments of rentals during the term of the lease based on changes
in various economic indicators The following table presents minimum payments under noncancelable operating
leases as of December 31 2009

Year ended December 31 Dollars in thousands

2010
$10904

2011
9530

2012
8224

2013
6977

2014
4489

2015 and thereafter
8348

Net minimum operating lease payments $48472

Rent expense for premises and equipment leased under operating leases totaled $10.7 million $10.7 million
and $13.0 million in 2009 2008 and 2007 respectively

Commitments to Extend Credit

commitment to extend credit is formal agreement to lend funds to client as long as there is no
violation of any condition established in the agreement Such commitments generally have fixed expiration dates
or other termination clauses and usually require fee paid by the client upon us issuing the commitment The

following table summarizes information related to our commitments to extend credit at December 31 2009 and
2008 respectively

December 31
Dollars in thousands

2009 2008

Commitments available for funding

Fixed interest rate commitments
539986 689063

Variable interest rate commitments 4798740 4941423
Total commitments available for funding $5338726 $5630486

Commitments unavailable for funding $1103489 922170
Maximum lending limits for accounts receivable factoring arrangements 535257 476329
Reserve for unfunded credit commitments 13331 14698

Represents commitments which are available for funding due to clients meeting all collateral compliance
and financial covenants required under loan commitment agreements

Represents commitments which are currently unavailable for funding due to clients failing to meet all

collateral compliance and financial covenants under loan commitment agreements
We extend credit under accounts receivable factoring arrangements when our clients sales invoices are
deemed creditworthy under existing underwriting practices
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Our potential exposure to credit loss for commitments to extend credit in the event of nonperformance by

the other party to the financial instrument is the contractual amount of the available unused loan commitment

We use the same credit approval and monitoring process
in extending credit commitments as we do in making

loans The actual liquidity needs and the credit risk that we have experienced have historically been lower than

the confractual amount of commitments to extend credit because significant portion of these commitments

expire without being drawn upon We evaluate each potential borrower and the necessary
collateral on an

individual basis The type of collateral varies but may include real property
intellectual property

bank deposits

or business and personal assets The potential credit risk associated with these commitments is considered in

managements evaluation of the adequacy of the reserve for unfunded credit commitments

Credit Card Guarantees

As of December 31 2008 we guaranteed some of our customers credit cards that had been provided by an

unaffiliated financial institution The total amount of these guarantees at December 31 2008 was $87.4 million

During the first quarter of 2009 we purchased this credit card portfolio
and began processing

these credit cards

in-house The credit card commitments as of December 31 2009 are included in the summary above within our

commitments to extend credit Credit card fees totaled $9.3 million $6.2 million and $5.8 million in 2009 2008

and 2007 respectively

Commercial and Standby Letters of Credit

Commercial and standby letters of credit represent conditional commitments issued by us on behalf of

client to guarantee the performance of the client to third party when certain specified future events have

occurred Commercial letters of credit are issued primarily for inventory purchases by client and are typically

short-term in nature We provide two types of standby letters of credit performance and financial standby letters

of credit Performance standby letters of credit are issued to guarantee the performance of client to third party

when certain specified future events have occurred and are pnmarily used to support performance instruments

such as bid bonds performance bonds lease obligations repayment of loans and past due notices Financial

standby letters of credit are conditional commitments issued by us to guarantee the payment by client to third

party beneficiary and are primarily used to support many types of domestic and international payments These

standby letters of credit have fixed expiration dates and generally require fee to be paid by the client at the time

we issue the commitment Fees generated from these standby letters of credit are recognized in noninterest

income over the commitment period using the straight-line method

The credit risk involved in issuing letters of credit is essentially the same as that involved with extending

credit commitments to clients and accordingly we use credit evaluation process
and collateral requirements

similar to those for credit commitments Our standby letters of credit often are cash secured by our clients The

actual liquidity needs and the credit risk that we have experienced historically have been lower than the

contractual amount of letters of credit issued because significant portion of these conditional commitments

expire without being drawn upon
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The table below summarizes our commercial and standby letters of credit at December 31 2009 The
maximum potential amount of future payments represents the amount that could be remitted under letters of
credit if there were total default by the guaranteed parties without consideration of possible recoveries under

recourse provisions or from the collateral held or pledged

Expires In One Expires After Total Amount Maximum Amount
Dollars in thousands Year or Less One Year Outstanding Of Future Payments

Financial standby letters of credit $538029 $24779 $562808 $562808
Performance standby letters of credit 26351 12480 38831 38831
Commercial letters of credit 3677 3677 3677
Total $568057 $37259 $605316 $605316

At December 31 2009 and 2008 deferred fees related to financial and performance standby letters of credit

were $3.9 million and $4.8 million respectively At December 31 2009 collateral in the form of cash of $183.3
million and investment securities of $22.1 million were available to us to reimburse losses if any under financial

and performance standby letters of credit

Commitments to Invest in Private Equity Funds

We make commitments to invest in venture capital and private equity funds which in turn make
investments generally in or in some cases make loans to privately held companies Commitments to invest in

these funds are generally made for ten-year period from the inception of the fund Although the limited

partnership agreements governing these investments typically do not restrict the general partners from calling
100% of committed capital in one year it is customary for these funds to generally call most of the capital

commitment over to years The actual timing of future cash requirements to fund such commitments is

generally dependent upon the investment cycle overall market conditions and the nature and type of industry in

which the privately held companies operate The following table details our total capital commitments unfunded

capital commitments and our ownership in each fund at December 31 2009

Capital Unfunded Our Ownership

________________________________________________________________
Commitments Commitments of each Fund

6000 270 10.7%

1200 456 5.1

7750 2945 14.4

851 851 6.8

15300 1530 12.6

15000 3750 8.6

15000 7650 5.9

12239 11015 5.0

10688 1065 20.0

24670 13363 33.0

25000 9750 50.0

15000 4950 24.2

20000 9.3

148353 46350 N/A
215664 162101 N/A

$532715 $266046

Our Ownership in Limited Partnership Dollars in thousands

Silicon Valley BancVentures LP
SVB Capital Partners II LP
SVB India Capital Partners LP
SVB Capital Shanghai Yangpu Venture Capital Fund LP
SVB Strategic Investors Fund LP
SVB Strategic Investors Fund II LP
SVB Strategic Investors Fund III LP
SVB Strategic Investors Fund IV LP
SVB Capital Preferred Return Fund LP
SVB CapitalNT Growth Partners LP
Partners for Growth LP
Partners for Growth II LP
Gold Hill Venture Lending 03 LP
Other Fund Investments

New Fund Commitments

Total

Our ownership includes 1.3% direct ownership through SVB Capital Partners II LLC and SVB Financial
and 3.8% indirect ownership through our investment in SIF II
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Our ownership includes 4.8% direct ownership and 4.5% indirect ownership interest through GHLLC

Represents commitments to 335 venture capital and private equity funds where our ownership interest is

generally less than 5% of the voting interests of each such fund

Represents
the investment commitments made by SVB Financial on behalf of certain new managed funds of

funds that we have formed or plan to form in the future which have not been funded or called

The following table details the remaining unfunded commitments to private equity funds by our

consolidated managed funds of funds at December 31 2009 which includes SVBFG unfunded commitments

detailed above

Limited Partnership
Unfunded

Dollars in thousands
Commitments

SVB Strategic Investors Fund LP 6793

SVB Strategic Investors Fund II LP 25143

SVB Strategic Investors Fund III LP 128093

SVB Strategic Investors Fund IV LP 107345

SVB Capital Preferred Return Fund LP 41256

SVB Capital NT Growth Partners LP 54100

Total
$362730

19 Fair Value of Financial Instruments

Fair Value Measurements

Our marketable investment securities non-marketable investment securities and derivatives are financial

instruments recorded at fair value on recurring basis We make estimates regarding valuation of assets and

liabilities measured at fair value when preparing our consolidated financial statements
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The following fair value hierarchy tables
present information about our assets and liabilities that are

measured at fair value on recurring basis as of December 31 2009

Quoted Prices in Significant
Active Markets for Significant Other Unobservable Balance as of

Identical Assets Observable Inputs Inputs December 31Dollars in thousands
Level Level Level 2009

Assets

Marketable securities

Available-for-sale securities

U.S treasury securities 26047 26047
U.S agency debentures

891753 891753
Residential mortgage-backed securities

Agency-issued mortgage-backed

securities
1410630 1410630

Agency-issued collateralized mortgage

obligations 1372375 1372375
Non-agency mortgage-backed securities 83696 83696

Commercial mortgage-backed securities 48801 48801
Municipal bonds and notes

102877 102877
Marketable equity securities 2009 2009

Total available-for-sale securities 2009 3936179 3938188
Marketable securities investment company fair

value accounting 33
33

Total marketable securities 2042 3936179 3938221
Non-marketable securities investment company

fair value accounting

Private equity fund investments
271316 271316

Other private equity investments
96577 96577

Other investments
1143 1143

Total non-marketable securities investment

company fair value accounting 369036 369036

Other assets

Interest rate swaps 46895 46895
Foreign exchange forward and option

contracts
18436 18436

Equity warrant assets
1173 40119 41292

Total assets $2042 $4002683 $409155 $4413880

Liabilities

Foreign exchange forward and option contracts 15870 15870

Total liabilities
15870 15870

Included in Level assets are $319.9 million attributable to noncontrolling interests calculated based on the

ownership percentages of the noncontrolling interests
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The following fair value hierarchy table presents
information about our assets and liabilities that are

measured at fair value on recurring basis as of December 31 2008

Dollars in thousands

Assets

Marketable securities

Available-for-sale securities

U.S agency debentures

Residential mortgage-backed securities

Agency-issued mortgage-backed

securities

Agency-issued collateralized mortgage

obligations

Non-agency mortgage-backed

securities

Commercial mortgage-backed

securities

Municipal bonds and notes

Marketable equity securities

Venture capital fund investments

Total available-for-sale securities

Marketable securities investment company

fair value accounting

Total marketable securities

Non-marketable securities investment

company fair value accounting

Private equity fund investments

Other private equity investments

Other investments

Total non-marketable securities investment

company fair value accounting

Other assets

Interest rate swaps

Foreign exchange forward and option

contracts

Equity warrant assets

Total assets

Liabilities

Foreign exchange forward and option

contracts

Total liabilities

448594

483275

115330

47481
108755

1317038

1703

1856 1317038

94142

37189

1960

$1856 $1450329

326636 326636

94142

37189

________
43659

________
$1820520

Quoted Prices in Significant

Active Markets for Significant Other Unobservable

Identical Assets Observable Inputs Inputs

Level Level Level

Balance as of

December 31
2008

113603 113603

152

153

448594

483275

115330

47481

108755

152

1317191

1703

1318894

242645

82444

1547

242645

82444

1547

$.-

41699

$368335

32632

32632

Included in Level and Level assets are $1.0 million and $297.4 million respectively attributable to

noncontrolling interests calculated based on the ownership percentages
of the noncontrolling interests

32632

32632
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The following table presents additional information about Level assets measured at fair value on
recurring basis for the

year ended December 31 2009

Year ended December 31 2009

Non-marketable securities

investment company fair

value accounting

Private
equity fund

investments $242645

Other private equity

investments 82444
Other investments 1547

_______
Total non-marketable securities

investment company fair

value accounting

Other assets

Equity warrant assets

Total assets

Year ended December 31 2008

Non-marketable securities

investment company fair

value accounting

Private equity fund

investments $194862 7343 $13080
Other private equity

investments 44872 1135 2054
Other investments 3098 527

________
Total non-marketable securities

investment company fair

value accounting 242832 8478 11553
Other assets

Equity warrant assets 26911 7360 5280
________

Total assets $269743 $15838 6273
________ _______

Realized and unrealized gains losses are recorded on the line items gains losses on investment
securities net and other noninterest income components of noninterest income
Realized and unrealized gains losses are recorded on the line item losses gains on derivative
instruments net component of noninterest income

Dollars in thousands

Total Realized and
Unrealized Gains

Losses Included in

Income

Realized Unrealized Total Realized Purchases
Gains Gains and Unrealized Sales Other

Losses Losses Gains Losses Settlements Transfers In
Beginning Included Included Included in and Issuances and/or Out EndingBalance in Income in Income Income net of Level Balance

8837 $37730 $28893

5293 3525

762

326636 3544 33443

$271316

96577

1143

369036

41699 3306

$368335 6850

5421

$38864

211

$211

40119

$409155

1768
762

29899

2115

$320 14

5737

3189

527

3075

12640

9565

$57564

15901

1166

72299

746

$73045

$53520

34383

1024

86879

2121

$89000

$242645

82444

1547

326636

27

27

41699

$368335
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The following table presents
the amount of unrealized gains losses included in earnings in 2009

attributable to Level assets still held at December 31 2009

Year ended

Dollars in thousands
December 312009

Non-marketable securities investment company fair value accounting

Private equity fund investments
$37730

Other private eqUity investments
3903

Other investments
671

Total non-marketable secunties investment company fair value

accounting
33156

Other assets

Equity warrant assets
620

Total unrealized losses
$32536

Realized and unrealized gains losses are recorded on the line items gains losses on investment

securities net and other noninterest income components of noninterest income

Realized and unrealized gains losses are recorded on the line item losses gains on derivative

instruments net component of noninterest income

Financial Instruments not Carried at Fair Value

FASB issued guidance over financial instruments ASC 825-10-65 formerly known as SFAS No 107

requires that we disclose estimated fair values for our financial instruments not carried at fair value Fair value

estimates methods and assumptions set forth below for our financial instruments are made solely to comply

withthe requirements
of ASC 825

Fair values are based on estimates or calculations at the transaction level using present value techniques in

instances where quoted market prices are not available Because broadly traded markets do not exist for many of

our financial instruments the fair value calculations attempt to incorporate the effect of current market

conditions at specific time Fair valuations are managements estimates of the values and they are calculated

based on indicator prices corroborated by observable market quotes or pricing models the economic and

competitive environment the characteristics of the financial instruments expected losses and Other such factors

These calculations are subjective in nature involve uncertainties and matters of significant judgment and do

not include tax ramifications therefore the results cannot be determined with precision or substantiated by

oomparison to independent markets and they may not be realized in an actual sale or immediate settlement of the

instruments There may be inherent weaknesses in any calculation technique and changes in the underlying

assumptions used including discount rates and estimates of future cash flows could significantly affect the

results For all of these reasons the aggregation of the fair value calculations presented herein does not represent

and should not be construed to represent the underlying value of the Company

The following describes the methods and assumptions used in estimating the fair values of financial

instruments excluding financial instruments already recorded at fair value as descnbed above

Short-Term Financial Assets

Short term financial assets include cash on hand cash balances due from banks interest earmng deposits

securities purchased
under agreement to resell and other short-term investment securities The carrying amount is

reasonable estimate of fair value because of the insignificant risk of changes in fair value due to changes in

market interest rates and purchased
in conjunction with our cash management activities
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Investment SecuritiesNon-Marketable Cost and Equity Method Accounting

Non-marketable investment securities cost and equity method accounting include other investments

equity method accounting low income housing tax credit funds equity method accounting private equity
fund investments cost method accounting and other private equity investments cost method accounting The
fair value of other investments equity method accounting private equity fund investments cost method

accounting and other private equity investments cost method accounting is based on financial infonnation
obtained as the investor or obtained from the fund investments or debt fund investments respective general

partner For pnvate company investments fair value is based on consideration of range of factors including but
not limited to the price at which the investment was acquired the term and nature of the investment local

market conditions values for comparable securities current and projected operating performance exit strategies
and financing transactions subsequent to the acquisition of the investment For our private equity fund

investments and debt fund investments we utilize the net asset value per share as obtained from the general
partners of the fund investments We adjust the net asset value per share for differences between our
measurement date- and the date of the fund investments net asset value by using the most recent available
financial information from the investee general partner for example September 30th for our December 31st
consolidated financial statements adjusted for any contributions paid during the fourth quarter distributions

received from the investment during the fourth quarter or significant fund transactions or market events The fair

value of our low income housing tax credit funds equity method accounting is based on carrying value

Loans

The fair value of fixed and variable rate loans is estimated by discounting contractual cash flows using
discount rates that reflect our current pricing for loans and the forward yield curve

Deposits

The fair value of deposits with no stated matunty such as noninterest bearing demand deposits interest

bearing checking accounts and money market acŒounts is equal to the amount payable on demand at the

measurement date The fair value of time deposits is estimated by discounting the balances
using our cost of

borrowings and the forward yield curve over their
remaining contractual term

Short-Term Borrowings ---

Short-term borrowings at December 31 2009 and 2008 include cash collateral received from counterparties
for our interest rate swap agreements related to our senior and subordinated notes The carrying amount is

reasonable estimate of fair value

Long-Term Debt

Long term debt includes our contingently convertible debt
junior subordinated debentures senior and

subordinated notes and other long term debt see Note 12- Short Term Borrowings and Long Term Debt The
fair value of long term debt is based on quoted market pnces when available or is estimated based on
calculations

utilizing third-party pricing services and current market spread price indications from reputable
dealers or observable market prices of the underlying instruments whichever is deemed more reliable

Off-Balance Sheet Financial Instruments

The fair value of unfunded commitments -to- extend credit is estimated based on the
average amount we

would receive or- pay to execute new agreement with identical terms- considering current interest- rates and

taking into account the remaining terms of the agreement and counterparties credit standing
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Letters of credit are carried at their fair value which is equivalent to the residual premium or fee at

December 31 2009 and 2008 Commitments to extend credit and letters of credit typically result in loans with

market interest rate if funded

The information presented herein is based on pertinent information available to us as of September 30 2009

and December 31 2008 The following table is summary of the estimated fair values of our financial

instruments that are not carried at fair value at December 31 2009 and 2008

December 312009 December 312008

Carrying Estimated Carrying Estimated

Dollars in thousands
Amount Eair Value Amount Fair Value

Financial assets

Investment securities-non-marketable cost and

equity
method accounting 184495 186065 140570 143724

Net loans 4475644 4499058 5398857 5518431

Financial liabilities

Other short-term borrowings
38755 38755 62120 62120

Deposits
10331937 10331381 7473472 7471614

5.70% senior notes
269793 273843 279370 262043

6.05% subordinated notes 276541 259598 313953 269429

3.875% convertible senior notes 246991 264595 244783 199795

7.0% junior subordinated debentures 55986 42082 55914 32747

Otherlongtermdebt
7339 7339 101403 101695

Off-balance sheet financial assets

Commitments to extend credit
15398 17920

At December 31 2009 included in the carrying value and estimated fair value of our 5.70% senior notes

and 05% subordinated notes are $19 million and $27 million respectively related to the fair value of

the interest rate swaps associated with the notes

At December 31 2008 included in the carrying value and estimated fair value of our 70% senior notes

6.05% subordinated notes and 7.0% junior subordinated debentures are $29.5 million $64.4 million and

$0.2 million respectively
related to the fair value of the interest rate swaps associated with the notes The

interest rate swap on our 7.0% junior
subordinated debentures was terminated and no longer designated as

hedging instrument in the first quarter
of 2009

Investments in Entities that Calculate Net Asset Value Per Share

FASB issued guidance over certain fund investments FASB Accounting Standards Update No 2009-12

Investments in Certain Entities That Calculate Net Asset Value per Share or Its Equivalent requires that we

disclose the fair value of funds significant investment strategies
of the investees redemption features of the

investees restrictions on the abihty to sell investments estimate of the penod of time over which the underlying

assets are expected to be liquidated by the investee and unfunded commitments related to the investments

Our investments in debt funds and private equity
fund investments generally can never be redeemed with

the funds Alternatively we expect distributions to be received through the liquidation of the underlying assets of

the fund We currently do not have any plans to sell any of these fund investments If we decide to sell these

investments in the future the investee funds management must approve
of the buyer before the sale of the

investments can be completed The fair values of the fund investments have been estimated using the net asset

value per share of the investments adjusted for any differences between our measurement date and the date of
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the fund investments net asset value by using the most recent available financial information from the investee
general partner for example September 30th for our December 31st consolidatedfinancjal statºmentsadjusted
for any contributions paid during the fourth quarter distributions received from the investment during the fourth

quarter or significant fund transactions or market events

The
following table is summary of the estimated fair values and remaining unfunded commitments for

each major category of these investments as of December 31 2009

Unfunded
Dollars in thousands

Fair Value Commitments

Non-marketable securities investment company fair value accounting
Private equity fund investments $271316 $362730

Non-marketable securities equity method accounting
Other investments

56242 26040
Non-marketable securities cost method accounting

Private equity fund investments 81015 187361

Total
$408573 $576131

Private equity fund investments within non-marketable securities investment company fair value

accounting include investments made by our managed funds of funds including SVB Strategic Investors

Fund LP SVB
Strategic Investors Fund II LP SVB Strategio Investors Fund III LP SVB Strategic

Investors Fund IV LP SVB Capital NT Growth Partners LP and SVB Capital Preferred Return Fund
LP These investments represent investments in private equity and venture capital funds that invest

primarily in U.S and global technology and life sciences companies Included in the fair value and
unfunded commitments of fund investments under investment company fair value accounting are $232.2
million and $336.0 million respectively attributable to noncontrolling interests It is estimated that the

underlying assets of the fund will be liquidated over the next 10 years depending on the
age of the fund

Other investments within non-marketable securities equity method accounting include investments in debt
funds and pnvate equity and venture capital fund investments that invest in or lend money to pnmarily
and global technology and life sciences companies It is estimated that the underlying assets of the fund will

be liquidated over the next 10 years depending on the age of the fund
Private equity fund investments within non-marketable securities cost method accounting include
investments in private equity and venture capital fund investments that invest primarily in U.S and global
technology and life sciences companies Included in the $187.4 million is $162.1 million of commitments
made by SVB Financial on behalf of certain new managed funds of funds that we have formed or plan to

form in the future which have not been funded or called It is estimated that the underlying assets of the
fund will be liquidated over the next 10 years depending on the age of the fund

20 Regulatory Matters

The Company and the Bank are subject to various regulatory capital adequacy requirements administered by
the Federal Reserve Board and the California Department of Financial Institutions DFI The Federal Deposit
Insurance Corporation Improvement Act of 1991 FDICIA required that the federal regulatory agencies adopt
regulations defining five capital tiers for banks well capitalized adequately capitalized undercapitalized
significantly undercapitalized and cntically undercapitalized Failure to meet minimum capital requirements can
initiate certain mandatory and possibly additional discretionary actions by regulators that if undertaken could
have direct material effect on our consolidated financial statements
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Quantitative measures established by the regulators to ensure capital adequacy require that SVB Financial

Group and the Bank maintain minimum ratios set forth in the table below of capital to risk-weighted assets

There are three categories of capital under the guidelines Tier capital includes common stockholders equity

qualifying preferred
stock and trust preferred securities less goodwill and certain other deductions including the

unrealized net gains
and losses after applicable taxes on securities available-for-sale carried at fair value Tier

capital must comprise at least half of total capital Tier capital includes preferred
stock not qualifying as Tier

capital subordinated debt the allowance for credit losses and net unrealized gains on marketable equity

securities subject to himtations by the guidelines Tier capital includes certain qualifying unsecured

subordinated debt

Under these capital guidelines
the minimum total risk-based capital ratio and Tier risk-based capital ratio

requirements are ten percent and six percent respectively of risk-weighted assets and certain off-balance sheet

items for well-capitalized depository institution

The Federal Reserve Board has also established minimum capital leverage
ratio guidelines for state member

banks The ratio is determined using Tier capital divided by quarterly average
total assets The guidelines

require minimum of five percent
for well-capitalized depository institution

The most recent joint notification from the DFI and the Federal Reserve Board categorized the Bank as

well-capitalized
under the FDICIA prompt corrective action provisions applicable to banks There are no

conditions or events since that notification that management believes have changed the Banks category

The following table presents
the capital ratios for the Company and the Bank under federal regulatory

guidelines compared to the minimum regulatory capital requirements for an adequately capitalized depository

institution as of December 31 2009 and 2008

Capital

Capital Adequacy

Adequacy Minimum

Actual Actual Minimwn Capital

Dollars in thousands
Ratio Amount Ratio Requirement

December 31 2009

Total risk-based capital ratio

SVB Financial Group
19.94% $1493959 8.0% $599560

Bank
17.05 1243538 8.0 583467

Tier risk-based capital ratio

SVB Financial Group
15.45 1158166 4.0 299780

Bank
12.45 908061 4.0 291733

Tier leverage ratio

SVB Financial Group
9.53 1158166 4.0 486021

Bank
7.67 908061 4.0

December 31 2008

Total risk-based capital ratio

SVB Financial Group
17.58% $1446287 8.0% $657636

Bank 13.79 1118180 8.0 648747

Tier risk-b4sed capital ratio

SVB Financial Group
12.51 1029340 4.0 328818

Bank 866 702606 40 324373

Tier leverage ratio

SVB Financial Group
13.00 1029340 4.0 316431

Bank 9.20 702606 4.0 305518
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21 Segment Reporting

Our reportable operating segments results are regularly reviewed internally by our chief operating decision

maker CODM when evaluating segment performance and deciding how to allocate resources and in assessing

performance Our CODM is our Chief Executive Officer CEO
We have four operating segments for management reporting purposes Global Commercial Bank

Relationship Management SVB Capital and Other Business Services OUr Other Business Services group

includes Sponsored Debt Funds Strategic Investments and SVB Analytics All operations at SVB Alliant were

ceased as nf March 31 2008 Accordingly SVB Alliant was no longer reported as an operating segment as of the

second quarter of 200 The results of operations for SVB Alliant have been included as part of the Reconciling

Items column for all prior periods presented

Unlike financial reporting which benefits from the comprehensive structure provided by GAAP the internal

profitability reporting process
is highly subjective as there is no comprehensive authoritative guidance for

management reporting Our management reporting process measures the performance of our operating segments

based on our internal operating structure and is not necessarily comparable with similar information for other

finanCial services companies In addition changes in an individOal clients primary relationship designation have

resulted and may in the future result in the inclusion of certain clients in different segments in different periods

We have reclassified certain prior period amounts to conform to the current period presentation

With respect to our operating segments only Global Commercial Bank Relationship Management and SVB

Capital were determined to be reportable segments as of December 31 2009

The summary financial results of our operating segments are presented along with reconciliation to our

consolidated results The Reconciling Items column reflects the adjustments necessary to reconcile the results of

the operating segments to the consolidated financial statements prepared in confOrmity with GAAP Net interest

inCome loss in the Reconciling Items columh is primarily interest income recognized from our fixed income

investment portfolio Noninterest income in the Reconciling Items column is primarily attributable to

noncontrolling interests and losses gains on equity warrant assets Noninterest expense in the Reconciling Items

column primarily consists of expenses associated with corporate support functions such as information

technology finance human resources loan and deposit operations arid legal as well as certain corporate wide

adjustments related to compensation expenses Additionally average assets in the Reconciling Items colUmn

primanly consist of cash and cash equivalents and our fixed income investment portfolio balances

Our CODM allocates resources to and assesses the performance of each operating segment based on net

interest income noninterest income and noninterest expense which are presented as components of segment

operating profit or loss before income taxes Net interest income our primary source of revenue is reported net

of funds transfer pricing FTP FTP is an internal measurement framework designed to assess the financial

impact of financial institutions sources and uses of funds It is the mechanism by which an earnings credit is

given for deposits raised and an earnings charge is made for funded loans In addition we evaluate assets based

on average balances therefore period-end asset balances are not presented for segment reporting purposes We
have not reached reportable levels of revenue net income or assets outside the United States and as such we do

not present geographic segment information
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Changes to Segment Reporting Effective January 2009

Effective January 2009 we changed the way we monitor performance and results of our business

segments and as result we changed how our operating segments are presented We have reclassified all prior

period segment information to conform to the current presentation of our reportable segments The following is

description of the services that our four operating segments provide

Global Commercial Bank provides solutions to the financial needs of commercial clients through

lending deposit products cash management services and global banking and trade products and

services It also serves the needs of our non-U.S clients with global banking products including loans

deposits and global finance in key foreign entrepreneurial markets where applicable Previously the

operations of SVB Global were aggregated as part of Other Business Services

Relationship Management provides banking products and services to our premium wine industry

clients including vineyard development loans as well as range of credit services to targeted

high-net-worth individuals using both long-term secured and short-term unsecured lines of credit

Previously the operations of SVB Wine and SVB Private Client Services were aggregated as part of

Other Business Services

SVB Capital manages venture capital and private equity funds on behalf of SVB Financial Group and

other third party limited partners The SVB Capital family of funds is comprised of funds of funds and

co-investment funds Previously SVB Capital also included our sponsored debt funds Gold Hill

Venture Lending funds and Partners for Growth funds and certain strategic investments held by SVB

Financial

Other Business Services includes the results of our Sponsored Debt Funds Strategic Investments

segment which is comprised of our sponsored debt funds Gold Hill Venture Lending funds which

provide secured debt to private companies of all stages and Partners for Growth funds which provide

secured debt primarily to mid-stage and late-stage clients and certain strategic investments held by

SVB Financial Previously the operations of our sponsored debt funds and strategic investments were

reported as part of the SVB Capital operating segment Other Business Services also includes the

results of SVB Analytics which provides equity valuation and equity management services to private

companies and venture capital firms

Additionally we made certain changes effective January 2009 as follows FDIC and state bank

assessments are reported in noninterest expense within Global Commercial Bank whereas previously these were

recognized in noninterest expense under the Reconciling Items column and ii we report the provision for loan

losses by reportable segments whereas previously the provision for loan losses was recognized under the

Reconciling Items column We have reclassified all prior period amounts to conform to the current periods

presentation
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Our segment information as of and for the
years ended December 31 2009 2008 and 2007 is as follows

Dollars in thousands

Year Ended December 31 2009
Net interest income loss
Provision for loan losses

Noninterest income loss
Noninterest expense excluding

impairment of goodwill

Impairment of goodwill

Income loss before income tax

expense

Total
average loans

Total
average assets

Total
average deposits

Year Ended December 31 2008
Net interest income loss
Provision for loan losses

Noninterest income

Noninterest expense

Income loss before income tax

expense

Total
average loans

Total
average assets

Total
average deposits

Goodwill at December 31 2008

Year Ended December 31 2007
Net interest income

Provision for recoveiy of loan

losses

Noninterest income

Noninterest expense excluding

impairment of goodwill

Impairment of goodwill

Income loss before income tax

expense

Total
average loans

Total
average assets

Total
average deposits

Goodwill at December 31 2007

346523 26509 100

12996 3911
116205 1642 11936

106861 12442 13412

Global

Commerical Relationship

Bank Management

SVB Other Business
Reconciling

Capital Services Items

34689 16
13955

1355 6521

14998 14487

______________ ___________
Total

241 12328 382150

214 90180
6078 24019 97743

11379 158760 339774
4092 4092

360046

76011
107808

140150

251693

$3711943

3834498

8618470

332349

85238
131870

116403

262578

$3663573

3719872

4713768

7091

$961364

962701

168286

29766

15441
1673

14443

1555

$905504

909234

164771

7982

96732

42

9360

16206

6804

58145

9634

81312

3961

11208

7255

65733

195321

26389

6351098

7343

6446

34
5501

154627

142714

63971

2665319

17785

4092

45847

4699696

11326341

8794099

368595

100713
152365

312887

107360

4633048

7418303

4896324

4092

404 2306 375842

71 16836
13080 78106 220969

342871

$2710049

2740816

3815290

9708 186842

17204

11798

$772910

778047

142927

1376

19558

3776

63047

329265
17204

233506

3522326

6019974

3962260

4092

123563

39367

2418506

4043

4092

SVB Capitals and Other Business Services components of net interest income loss noninterest income noninterest
expense and total

average assets are shown net of
noncontrolling interests for all periods presentedThe Global Commercial Bank segment includes direct depreciation and amortization of $2.5 million $2.7 million and$3.0 million in 2009 2008 and 2007 respectively

The internal reporting model used by management to assess segment performance does not calculate tax expense bysegment Our effective tax rate is reasonable approximation of the segment rates
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22 Parent Company Only Condensed Financial Information

The condensed balance sheets of SVB Financial at December 31 2009 and 2008 and the related condensed

statements of income and cash flows for 2009 2008 and 2007 are presented below

Condensed Balance Sheets

December 31

Dollars in thousands
2009 2008

Assets

Cash and due from banks 106584 231808

Securities purchased
under agreements to resell 61500 53500

Cash and cash equivalents
168084 285308

Investment securities
152881 130260

Loans net of unearned income
8733 34037

Other assets
104335 87167

Investment in subsidiaries

Bank subsidiary
914068 695438

Nonbank subsidiaries
98510 70711

Total assets
$1446611 $1302921

Liabilities and SVBFG Stockholders Equity

3.875% convertible senior notes
246991 244783

7.0% junior subordinated debentures
55986 55914

4.99% long-term notes payable
7339

Other liabilities
7952 10868

Total liabilities
318268 311565

SVBFG stockholders equity
1128343 991356

Total liabilities and SVBFG stockholders equity
$1446611 $1302921

Condensed Statements of Income

Year ended December 31

Dollars in thousands
2009 2008 2007

Interest income 3179 5163 4646

Interest expense
17679 15181 10769

Dividend income from bank subsidiary
25000 180000

Losses gains on derivative instruments net 200 6011 21525

Losses gains on investment securities net 1319 1087 2558

General and administrative expenses
65400 75474 47149

Income tax benefit
30398 34083 10347

Loss income before net income of subsidiaries 51021 21485 161158

Equity in undistributed net income loss of nonbank subsidiaries 1261 1971 2320

Equity in undistributed net income loss of bank subsidiary 97770 93800 38509

Net income attributable to SVBFG 48010 74286 $120329

Preferred stock dividend and discount accretion 25336 707

Net income available to common stockholders 22674 73579 $120329
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Condensed Statements of Cash Flows

Dollars in thousands

Cash flows from operating activities

Net income attributable to SVBFG 48010
Adjustments to reconcile net income to net cash provided by used for

operating activities

Loss from cash settlement of conversion premium of
zero-coupon

convertible subordinated notes

Losses gains on derivative instruments net 200

Losses gains on investment securities net 1319
Net income loss of bank subsidiary 97770
Net income loss on nonbank subsidiaries 1261
Amortization of share-based compensation 14784

Increase decrease in other assets 21494
Decrease in other liabilities 2578
Other net

12373
_________

Net cash used for provided by operating activities 46417
________

Cash flows from investing activities

Net increase decrease in investment securities

Net decrease increase in loans

Investment in bank subsidiaries

Investment in nonbank subsidiaries

Net cash used for investing activities

Cash flows from financing activities

Decrease in borrowings net

Net payments for settlement of zero-coupon convertible subordinated

notes

Proceeds from issuance of 3.875% convertible senior notes note hedge
and warrant net of issuance costs

Tax benefit from stock exercises 458
Dividends paid on preferred stock 12110
Proceeds from issuance of common stock and Employee Stock Purchase

Plan 5873
Repurchases of common stock

Proceeds from the issuance of preferred stock and common stock

warrant issued under the Capital Purchase Program

Proceeds from the issuance of common stock under our public equity

offering net of issuance costs 292107
Redemption of preferred stock under the Capital Purchase Program 235000

________
Net cash provided by used for financing activities 51328

________
Net decrease increase in cash and cash equivalents 117224
Cash and cash equivalents at beginning of

year 285308
________

Cash and cash equivalents at end of year 168084
________

Year ended December 31

2009 2008 2007

74286 120329

3858

6011
1087

93800

1971
13606

11365

18479

11905

26884

48714

2683
14668

31870

34195

21525

2558
38509

2320

15131

20910

9663
10332

173785

21795

8436

42004

9687

21460

11455

25304

120860

15124

122135

149732

222686

6361

9864

7184

32803 31212

45617 146754

235000

301501

240422

44886

285308

118222

34103

10783

44886
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SVB FINANCIAL GROUP AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSContinued

23 Unaudited Quarterly Financial Data

March 31

$106539

15028

91511

44676

2448

42228
33993

t8235

3536

11771

0.36

0.36

7723
41752

83437

41370

18348

23022

4218

27240

27240

8030
34307

79807

43288

16879

26409

2246

24163

3555

20608

0.62

0.61

________
18784

94611

8351 13682

44515 40438

87189 80431

35771 40936

16291 16711

19480 24225

1534 1693

21014 25918

21014 25918

0.66 0.80

0.61 0.77

4092 4092

$112145

10005

102140

17291
40742

87907

37684

13602

24082

3338

20744

14700

6044

0.17

0.16

17240

96410

70957

25660

61830

10717

863

11580

11694

114

707

593

0.02

0.02

4092

Our supplemental
consolidated financial information for each three month period in 2009 and 2008 are as

follows

Three months ended

June 30 September 30 December 31

$104556 $107986

12875 11168

9681891681

43466 21393

5581 28275

87140 89012

9551

7174

2377

8961

11338

3545

7793

O.24

0.24

Dollars in thousands except per share amounts

2009

Interest income

Interest expense

Net interest income

Provision for loan losses

Noninterest loss income

Noninterest expense

Loss income before income tax expense

Income tax benefit expense

Net loss income before noncontrolling interests

Net loss income attributable to noncontrolling interests

Net loss income attributable to SVBFG

Preferred stock dividend and discount accretion

Net loss income available to common stockholders

Loss earnings per common sharebasic

Loss earnings per common sharediluted

2008

Interest income

Interest expense

Net interest income

Provision for loan losses

Noninterest income

Noninterest expense

Income loss before income tax expense

Income tax expense

Net income loss before noncontrolling interests

Net loss attributable to noncontrolling interests

Net income attributable to SVBFG

Preferred stock dividend and discount accretion

Net income loss available to common stockholders

$108583 $103863

17805 17067

90778 86796

$113395 $113650

Earnings loss per common sharebasic 0.84

Earnings loss per common share-diluted 0.79

Goodwill at period-end
4092
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SVB FINANCIALGROUp AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSContjnued

24 Legal Matters

Certain lawsuits and claims arising in the ordinary course of business have been filed or are pending against
us or our affiliates Based upon information available to us our review of such claims to date and consultation
with our outside legal counsel management believes the liability relating to these actions if any will not have
material adverse effect on our liquidity consolidated financial position and/or results of operations Where
appropriate as we determine we establish reserves in accordance with FASB guidance over contingencies ASC
450 formerly known as SFAS No The outcome of litigation and other legal and regulatory matters is

inherently uncertain however and it is possible that one or more of the legal or regulatory matters currently
pending or threatened could have material adverse effect on our liquidity consolidated financial position and
or results of operation

25 Subsequent Events

We have evaluated all subsequent events and determined there are no events other than those discussed
above that require disclosure
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Item Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures

Disclosure Con trols and Procedures

Disclosure controls and procedures are the controls and other procedures
that are designed to ensure that

information required to be disclosed in the reports that the Company files or submits under the Securities

Exchange Act of 1934 as amended the Exchange Act is recorded processed summarized and reported

within the time periods specified in the SEC rules and forms Disclosure controls and procedures include among

other things processes
controls and procedures designed to ensure that information required to be disclosed in

the reports that the Company files or submits under the Exchange Act is accumulated and communicated to

management including the Chief Executive Officer and Chief Financial Officer as appropriate to allow timely

decisions regarding required disclosure

The Company carried out an evaluation under the supervision and with the participation
of management

including the Chief Executive Officer and the Chief Financial Officer of the effectiveness of the design and

operation of our disclosure controls and procedures as of December 31 2009 pursuant to Exchange Act

Rule 13a-15b Based on this evaluation the Chief Executive Officer and Chief Financial Officer have concluded

that the Companys disclosure controls and procedures were effective as of December 31 2009

Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial

reporting at the Company Our internal control over financial reporting is process designed under the

supervision of the Chief Executive Officer and the Chief Financial Officer to provide reasonable assurance

regarding the reliability of financial reporting and the preparation
of the Companys financial statements for

external reporting purposes
in accordance with GAAP companys internal control over financial reporting

includes policies and procedures that pertain to the maintenance of records that accurately and fairly reflect

in reasonable detail transactions and dispositions of the companys assets provide reasonable assurance that

transactions are recorded as necessary to permit preparation of financial statements in accordance with GAAP

and that receipts and expenditures are being made only in accordance with authorization of management and the

directors of the company and provide reasonable assurance regarding prevention or timely detection of

unauthorized acquisition use or disposition of the companys assets that could have material effect on the

companys financial statements

Because of its inherent limitations internal control over financial reporting cannot provide
absolute

assurance of achieving financial reporting objectives Also projections
of any evaluation of effectiveness to

future periods are subject to the risk that controls may become inadequate because of changes in conditions or

that the degree of compliance with the policies or procedures may deteriorate

As of December 31 2009 the Company carried out an assessment under the supervision and with the

participation
of the Companys management including the Companys Chief Executive Officer and Chief

Financial Officer of the effectiveness of the Companys internal control over financial reporting pursuant
to

Rule 13a-15c as adopted by the SEC under the Exchange Act In evaluating the effectiveness of the

Companys internal control over financial reporting management used the framework established in Internal

ControlIntegrated Framework issued by the Committee of Sponsoring Organizations of the Treadway

Commission COSO Based on this assessment management has concluded that as of December 31 2009

the Companys internal control over financial reporting was effective
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KPMG LLP the independent registered public accounting firm that audited and reported on the
consolidated financial statements of the Company has issued an unqualified opinion on the effectiveness of the
Company internal control over financial

reporting as of December 31 2009

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial
reporting identified in managements

evaluation dunng the fourth quarter of the penod covered by this Annual Report on Form 10 that matenally
affected or re reasonably likely to materially affect our nteinal control over financial

reporting

Item 9B Other Information

None

PART ifi

Item 10 Directors Executive Officers and Corporate Governance

The information set forth under the sections titled Proposal No 1Election of Directors Information on
Executive Officers Board Committees and Meeting Attendance Section 16a Beneficial Ownership
Reporting Compliance and Corporate Governance

Principles and Board Matters contained in the definitive

proxy statement for SVB Financials 2010 Annual Meeting of Stockholders is
incorporated herein by reference

Item 11 Executive Compensation

The information set forth under the sections titled Information on Executive Officers Compensation
Discussion and Analysis Compensation for Named Executive Officers Director Compensation
Compensation Committee Interlocks and Insider Participation and Compensation Committee Report
contained in the definitive proxy statement for SVB Financials 2010 Annual Meeting of Stockholders is

incorporated herein by reference

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The information set forth under the sections titled Security Ownership of Directors and Executive Officers
and Security Ownership of Principal Stockholders contained in the definitive proxy statement for SVB
Financials 2010 Annual Meeting of Stockholders is incorporated herein by reference

Our stockholders have approved each of our active equity compensation plans The following table providescertain information as of December 31 2009 with respect to our equity compensation plans

Weighted-average Number of securities remainingNumber of securities to exercise price of available for future issuance under
be issued upon exercise outstanding equity compensation plansof outstanding options options warrants excluding securities reflected inPlan category
warrants and rights and rights column 12

Equity compensation plans approved by
stockholders 3500723 35.31 2720644

Equity compensation plans not approved

by stockholders
n/a n/a n/a

Total
3500723 35.31 2720644
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Represents options granted under our 2006 Equity Incentive Plan Amended and Restated 1997 Equity

Incentive Plan and Amended and Restated 1989 Stock Option Plan This number does not include securities

to be issued for unvested restricted stock and restricted stock units of 336806 shares

Includes shares available for issuance under our 2006 Equity Incentive Plan and 374449 shares available

for issuance under the 1999 Employee Stock Purchase Plan

For additional information concerrnng our equity compensation plans refer to Note Share Based

Compensation of the Notes to the Consolidated Financial Statements under Part II Item in this report

Item 13 Certain Relationships and Related Transactions and Director Independence

The information set forth under the sections titled Certain Relationships and Related Transactions and

Corporate Governance Principles and Board MattersBoard Independence in the definitive proxy statement

for SVB Financials 2010 Annual Meeting of Stockholders is incorporated herein by reference

Item 14 Principal Accounting Fees and Services

The information set forth under the section titled Principal Audit Fees and Services contained in the

definitive proxy statement for SVB Financials 2010 Annual Meeting of Stockholders is incorporated herein by

reference
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PART IV

Item 15 Exhibits and Financial Statement Schedules

Financial Statements and Exhibits

Page
Financial Statements The

following consolidated financial statements of the registrantand its subsidiaries are included in Part II Item

Report of Independent Registered Public Accounting Firm
98

Consolidated Balance Sheets as of December 31 2009 and 2008
100

Consolidated Statements of Income for the three years ended December 31 2009 101
Consolidated Statements of Comprehensive Income for the three

years ended December 31
2009

102
Consolidated Statements of Stockholders

Equity for the three
years ended December 31

2009
103

Consolidated Statements of Cash Flows for the three
years ended December 31 2009 104

Notes to the Consolidated Financial Statements
105

Financial Statement Schedule The consolidated financial statements and supplemental
data are contained in Part II Item All schedules other than as set forth above are omitted
because of the absence of the conditions under which they are required or because the
required information is included in the consolidated financial statements or related notes in
Partllltem8

99

Exhibits See Index to Exhibits included at the end of this Form 10K 180

177



SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant

has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized

SVB FINANCIAL GROUP

Is KENNETH WILCOX

Kenneth Wilcox

President Chief Executive Officer and Director

Dated March 2010
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Pursuant to the requirements of the Secirities Exchange Act of 1934 this report has been signed below by
the following persons on beLalf of the registrant and in the capacities and on the dates indicated

Signature Title

Is ALEX HART

Alex Hart

Is KENNETH Wucox
Kenneth Wilcox

Is MICHAEL DESCHENEAUX

Michael Descheneaux

Is ERIC BENHAMOU

Eric Benhamou

Is DAVID CLAPPER

David Clapper

Is ROGER DIJNBAR

Roger Dunbar

Is JOEL FRIEDMAN

Joel Friedman

Is FELDA HARDYMON

Felda Hardymon

Is RICHARD KRAMLICH

Richard Kramlich

Is LATA KRISHNAN

Lata Krishnan

Is JAMES PORTER

James Porter

Is MICHAELA RODENO

Michaela Rodeno

Is KYUNG YooN

Kyung Yoon

Chairman of the Board of Directors

and Director

President Chief Executive Officer March 2010

and Director Principal Executive

Officer

Chief Financial Officer Principal March 2010

Financial Officer and Principal

Accounting Officer

Director March 2010

March 2010

Date

March 2010

Director March 2010

Director March 2010

Director March 2010

Director March 2010

Director March 2010

Director March 2010

Director March 2010

Director March 2010

Director
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Exhibit Description

Restated Certificate of Incorporation

Amended and Restated Bylaws

Certificate of Designation of Rights Preferences

and Privileges of Series Participating Preferred

Stock

3.4 Certificate of Designations for Fixed Rate 8-K

Cumulative Perpetual Preferred Stock Series

4.1 Indenture dated as of May 20 2003 between S-3

SVB Financial and Wells Fargo Bank Minnesota

National Association

4.2 Form of Note S-3

4.3 Registration Rights Agreement dated as of S-3

May 20 2003 between SVB Financial and the

initial purchasers named therein

4.4 Junior Subordinated Indenture dated as of 8-K

October 30 2003 between SVB Financial and

Wilmington Trust Company as trustee

4.5 7.0% Junior Subordinated Deferrable Interest 8-K

Debenture due October 15 2033 of SVB

Financial

4.6 Amended and Restated Trust Agreement dated 8-K

as of October 30 2003 by and among SVB

Financial as depositor Wilmington Trust

Company as property trustee Wilmington Trust

Company as Delaware trustee and the

Administrative Trustees named therein

4.7 Certificate Evidencing 7% Cumulative Trust

Preferred Securities of SVB Capital II dated

October 20 2003

4.8 Guarantee Agreement dated October 30 2003

between SVB Financial and Wilmington Trust

Company as trustee

4.9 Agreement as to Expenses and Liabilities dated

as of October 30 2003 between SVB Financial

and SVB Capital II

4.10 Certificate Evidencing 7% Common Securities of

SVB Capital II dated October 30 2003

4.11 Officers Certificate and Company Order dated
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October 15 2033
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Agreement dated as of January 29 2004
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Minnesota N.A

4.13 Amendment No ito Amended and Restated

Preferred Stock Rights Agreement dated as of
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Preferred Stock Rights Agreement dated as of

August 2004 by and between SVB Financial

and Wells Fargo Bank NA

Filed

Filing Date Herewith

May 31 2005

August 28 2009

December 2008

December 15 2008

August 14 2003

Exhibit

Number

3.1

3.2

3.3

INDEX TO EXHIBITS

Incorporated by Reference

Form

8-K

8-K

8-K

File No Exhibit
_________________

000-15637 3.1

000-15637 3.2

000-15637 3.3

000-15637 3.4
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333-107994 4.1 August 142003

333-107994 4.3 August 142003

000-15637 4.12 November 19 2003

000-15637 4.13 November 192003

000-15637 4.14 November 19 2003

8-K 000-15637 4.15 November 19 2003

8-K 000-15637 4.16 November 19 2003

8-K 000-15637 4.17 November 19 2003

8-K 000-15637 4.18 November 192003

8-K 000-15637 4.19 November 192003

8-AlA 000-15637 4.20 February 27 2004

8-AlA 000-15637 4.13 August 2004

8-AlA 000-15637 4.14 January 29 2008
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Incorporated by Reference

_______
Exhibit Description Form File No Exhibit Filing Date

Amendment No to Amended and Restated 8-A/A 000-15637 4.20 April 30 2008
Preferred Stock Rights Agreement dated as of

April 302008 by and between SVBFinancial

and Wells Fargo Bank N.A
4.16 Indenture for 3.875% Convertible Senior Notes

Due 2011 dated as of April 72008 by and

between Wells Fargo Bank N.A.as Trustee and

SVB Financial

4.17 Letter Agreement re Call Option Transaction

dated as of April 2008 by and between SVB
Financial and JPMorgan Chase Bank National

Association

4.18 Letter Agreement re Call Option Transaction

dated as of April 2008 by and between SVB
Financial and Bank of America N.A

4.19 Letter Agreement re Warrants dated as of April

2008 by and between SVB Financial and

JPMorgan Chase Bank National Association

4.20 Letter Agreement re Warrants dated as of April

2008 by and between SVB Financial and Bank of

America N.A
4.21 Warrant dated December 12 2008 to purchase

shares of Common Stock of SVB Financial

10.1 Office Lease Agreement dated as of

September 15 2004 between CA-Lake Marriott

Business Park Limited Partnership and Silicon

ValleyBank 3003 Tasman Drive Santa Clara

CA 95054

10.2 1989 Stock Option Plan

10.3 401k and Employee Stock Ownership Plan

10.4 Amended and Restated Retention Program Plan

RP Years 1999 2007
10.5 1999 Employee Stock Purchase Plan

10.6 1997 Equity Incentive Plan as amended

10.7 Form of Indenmification Agreement

10.8 Senior Management Incentive Compensation Plan

10.9 Deferred Compensation Plan

10.10 Form of Restricted Stock Unit Agreement under

1997 Equity Incentive Plan

10.11 Form of Incentive Stock Option Agreement under

1997 Equity Incentive Plan

10.12 Form of Nonqualified Stock Option Agreement
under 1997 Equity Incentive Plan

10.13 Form of Restricted Stock Award under 1997

Equity Incentive Plan

10.14 Change in Control Severance Plan

10.15 2006 Equity Incentive Plan

10.16 Form of Incentive Stock Option Agreement under

2006 Equity Incentive Plan

10.17 Form of Nonqualified Stock Option Agreement

under 2006 Equity Incentive Plan

10.18 Form of Restricted Stock Unit Agreement under

2006 Equity Incentive Plan for Executives
10.19 Form of Restricted Stock Unit Agreement for

Employees under 2006 Equity Incentive Plan

10.20 Form of Restricted Stock Award Agreement under

2006 Equity Incentive Plan

Exhibit

Number

4.15

8-K 000-15637 4.1 April 2008

8-K 000-15637 4.2 April 2008

8-K 000-15637 4.3 April 2008

8-K 000-15637 4.4 April 2008

8-K 000-15637 4.5 April 2008

8-K 000-15637 4.21 December 15 2008

8-K 000-15637 10.28 September 20 2004

10-Q 000-15637 10.28 August 13 1996

10-Q 000-15637 10.4 August 2008

Filed

Herewith

DEF 14A000-15637

10-Q 000-15637

10-K 000-15637

l0-Q 000-15637

8-K 000-15637

B-l March 162005

10.7 November 2009

10.18 March 27 2006

10.21 November 2007
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10-Q 000-15637 10.31 November 2004

lO-Q 000-15637 10.32 November 2004
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l0-Q 000-15637

lO-Q 000-15637

l0-Q 000-15637

10.33 November 2004

10.14 August 2008

10.15 November 10 2008

10.16 August 72009

l0-Q 000-15637 10.17 August72009

l0-Q 000-15637 10.18 August 2009

l0-Q 000-15637 10.19 August 2009

10-Q 000-15637 10.20 August 2009
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Exhibit

Incorporated by Reference
Filed

Number Exhibit Description Form File No Exhibit Filing Date Herewith

10.21 Offer Letter dated November 2006 for Michael 8-K 000-15637 10.31 April 17 2007

Descheneaux

10.22 Offer Letter dated April 25 2008 for Michael 8-K 00045637 10.32 May 2007

Descheneaux

10.23 Form of Restricted Stock Unit Agreement under l0-Q 000-15637 10.23 August 2009

2006 Equity Incentive Plan for Directors

10.24 Form of Restricted Stock Unit Election to Defer l0-Q 000-15637 10.24 November 10 2008

Settlement under 2006 Equity Incentive Plan for

Directors

10.25 Form of Restricted Stock Unit Election to Defer 10-Q 000-15637 10.27 November 10 2008

Settlement under 2006 Equity Incentive Plan for

Executives

10.26 Retention Program Plan RP Years Beginning 10-Q 000-15637 10.26 August 2008

2008

10.27 Purchase Agreement dated April 2008 by and 8-K 000-15637 10.1 April 2008

between SVB Financial and JPMorgan Chase

Bank National Association

10.28 Letter Agreement dated as of December 12 2008 8-K 000-15637 10.28 December 15 2008

between the United States Departmentof the

Treasury and SVB Financial including Security

Purchase Agreement

10.29 SVB Capital Carried Interest Plan 10-K 000-15637 10.29 March 2009

10.30 Global Amendment to Benefit Plans to Comply 10-Q 000-15637 10.30 August 2009

with EESA

10.31 Form of Letter Agreement with Michael 8-K 000-15637 10.31 May 14 2009

Descheneaux and Dave Webb re Salary Changes

10.32 Form of Stock Appreciation Right Agreement 10-Q 000-15637 10.32 August 2009

under 2006 Equity Incentive Plan

10.33 Form of Restricted Stock Unit Agreement for l0-Q 000-15637 10.33 August 2009

Cash Settlement for Employees under 2006 Equity

Incentive Plan

10.34 Form of Restricted Stock Unit Agreement for 10-Q 000-15637 10.34 August 2009

Cash Settlement for Directors under 2006 Equity

Incentive Plan

14.1 Code of Ethics 10-K 000-15637 14.1 March 112004

21.1 Subsidiaries of SVB Financial

23.1 Consent of KPMG LLP independent registered

public accounting firm

31.1 Rule 13a-14a 15d-14a Certification of

Principal Executive Officer

31.2 Rule 13a-14a 15d-14a Certification of

Principal Financial Officer

32.1 Section 1350 Certifications

99.1 Certification of Principal Executive Officer

Pursuant to 31 CFR Part 30 TARP Standards for

Compensation and Corporate Governance

99.2 Certification of Principal Financial Officer

Pursuant to 31 CFR Part 30 TARP Standards for

Compensation and Corporate Governance

Denotes management contract or any compensatory plan contract or arrangement

Furnished herewith

182



EXHIBIT 31.1

RULE 13Æ-14a115d-14a CERTIFICATION

Kenneth Wilcox certify that

have reviewed this annual report on Form 10-K of SVB Financial Group

Based on my knowledge this report does not contain any untrue statement of matarial fact or omit to state

material fact necessary to make the statements made in light of the circumstances under which such

statements were made not misleading with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report
fairly present in all material respects the financial condition results of operations and cash flows of the

registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining disclosure
controls and procedures as defined in Exchange Act Rules 13 a- 15e and 15d-i 5e and internal control

over financial
reporting as defined in Exchange Act Rules 3a- 15f and 15d- 15f for the registrant and

have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to

be designed under our supervision to ensure that material information relating to the registrant

including its consolidated subsidiaries is made known to us by others within those entities particularly

during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial

reporting to be designed under our supervision to provide reasonable assurance regarding the

reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this

report our conclusions about the effectiveness of the disclosure controls and procedures as of the end
of the period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the

case of an annual report that has materially affected or is reasonably likely to materially affect the

registrants internal control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the

registrants Board of Directors or persons performing the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrants ability to record

process summarize and
report financial information and

Any fraud whether or not material that involves management or other employees who have

significant role in the registrants internal control over financial reporting

Date March 2010 Is KENNETH WiLcox

Kenneth Wilcox

President and Chief Executive Officer

Principal Executive Officer



EXHIBIT 31.2

RULE 13a-14a/15d-14a CERTIFICATION

Michael Descheneaux certify that

have reviewed this annual report on Form 1OK of SVB Financial Group

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state

material fact necessary to make the statements made in light of the circumstances under which such

statements were made not misleading with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report

fairly present
in all material respects the financial condition results of operations and cash flows of the

registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining disclosure

controls and procedures as defined in Exchange Act Rules 13a-15e and 15d-15e and internal control

over financial reporting as defined in Exchange Act Rules 13a-15f and 15d-15f for the registrant and

have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to

be designed under our supervision to ensure that material information relating to the registrant

including its consolidated subsidiaries is made known to us by others within those entities particularly

during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial

reporting to be designed under our supervision to provide reasonable assurance regarding the

reliability of financial reporting and the preparation
of financial statements for external purposes in

accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented
in this

report our conclusions about the effectiveness of the disclosure controls and procedures as of the end

of the period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal quarter the registrants
fourth fiscal quarter in the

case of an annual report that has materially affected or is reasonably likely to materially affect the

registrants internal control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of

internal control over financial reporting to the registrants auditors and the audit committee of the

registrants Board of Directors or persons performing
the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrants ability to record

process summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have

significant
role in the registrants internal control over financial reporting

Date March 2010 Is MICHAEL DESCHENEAUX

Michael Descheneaux

Chief Financial Officer

Principal Financial Officer and PrincipalAccounting Officer



EXHIBIT 32.1

SECTION 1350 CERTIFICATIONS

Kenneth Wilcox certify that to my knowledge the Annual Report of SVB Financial Group onForm 10-K for the annual period ended December 31 2009 fully complies with the requirements ofSection 13a or 15d of the Securities Exchange Act of 1934 and ii that the information contained in suchForm 10-K fairly presents in all material respects the financial condition and results of operations ofSVB Financial Group

Date March 2010
/S/KENNETH WILCOX

Kenneth Wilcox

President and Chief Execut ive Officer

Principal Executive Officer

Michael Descheneaux certify that to my knowledge the Annual Report of SVB Financial Group onForm 10-K for the annual period ended December 31 2009 fully complies with the requirements ofSection 13a or 15d of the Securities Exchange Act of 1934 and ii that the information contained in suchForm 10-K fairly presents in all material
respects the financial condition and results of operations ofSVB Financial Group

Date March 2010
IS/MICHAEL DESCHENEAUX

Michael Deseheneaux

Chief Financial Officer

Principal Financial Officer and PrincipalAccounting Officer
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Investing for the Future

We did not let the challenges of the present
distract us from investing in

the infrastructure projects and people that will define our future

On the international front we continued to execute on our global

strategy
and made considerable progress toward adding to our product

platform in each of our geographies

In the United Kingdom Israel and Europe we hired veteran banker Phil

Cox to lead our efforts to become full-service bank for technology life

science and venture capital clients in those regions In 2010 we will

continue to build the infrastructure and address the compliance

requirements to pursue the necessary approvals to become full-service

bank in the United Kingdom

In China we celebrated the opening of our representative office in

Shanghais Yangpu District at an impressive event attended by more

than 175 people including senior members of the Chinese government

The addition of representative office in Shanghai is our next step

toward building banking platform focused on technology and life

science companies in China

On the infrastructure side of our business we continued to invest in our

new Universal Banking System and successfully implemented the most

significant component of our new core banking platform with the

addition of multi-currency account capabilities We also began project

to replace SVBeConnect our online banking platform in an effort to

improve our clients experience with us Both of these projects position

us well for future growth

On the products and services front we brought our credit card product

in-house and from it collected fees that had previously been paid to our

outsourced provider Credit card fees increased 50 percent year over

year

We continue to make
progress

in our efforts to capitalize on the

expertise weve developed working with thousands of venture-backed

companies over the years We are now working to leverage the valuation

data and the operational metrics from these companies on behalf of

whole new generation of growing companies This too will ultimately

lead to revenue opportunities

Positioning Ourselves for Growth

While we continued to invest in the infrastructure to support our future

growth we also focused on ensuring
that we approach the market in

way that helps us best meet the needs of our clients

For more than year now we have been extensively analyzing our clients

and the markets we serve This analysis has included research on the

characteristics of our existing clients surveying them regarding

satisfaction levels creating client personas developing more systematic

competitive intelligence and helping define product/service road map

Our findings make it clear that our most loyal clients are in the segments

where we have highly specialized teams As result we are increasing

our focus on clients by repositioning our product and service offerings

for technology clients in more dedicated fashion and by creating more

focused approaches to support our three primary client
segments

SVB Accelerator will serve pre-VC-backed and early-stage VC-backed

companies and leverage our position in the VC and entrepreneurial

networks

SVB Growth will serve growing companies and leverage our unique

lending expertise

SVB Corporate Finance will serve maturing companies with more

complex needs generally public and expanding globally and leverage

our ability to advise them on wide range of financial strategies

We believe that by bringing more focused approach to the market we

will be better able to emphasize our unique ability to add value to each

client segment and consequently drive greater client acquisition and

retention

In fact this work is already paying off We continued to meet our

clients needs and gained market share among venture-backed and

mature companies this past year adding nearly 1000 new clients

Of the hundreds of early-stage companies we added to our client roster

in 2009 many will grow and become larger consumers of our products

Similarly already established clients will benefit from our work to

expand our portfolio of products and services for larger companies We

expect significant part of our long-term growth to come from these

initiatives

On the Horizon

As we stated before we are poised to emerge
from this economic

downturn far stronger company Despite the economic challenges we

continued to invest our resources toward expanding our product set and

pursuing our global banking strategy

We were proud to end the year on high note In an article titled

Americas Best and Worst Banks SVB Financial Group ranked fifth

among the top 100 banks in the country In its January 18 2010 issue

Forbes magazine identified the Best by looking at eight financial

measures including return on average equity net interest margin

nonperforming loans NPLs as percentage of loans nonperforming

assets as percentage
of assets reserves as percentage of NPLs two

capital ratios Tier and risk-based and the leverage ratio

This tribute wouldnt have been possible without the support of several

key constituencies Wed like to thank our employees for their

determination our stockholders for their support our clients for their

dedication and confidence in us and our business partners for their

continued commitment

We are looking forward to another year
full of challenges and most

importantly opportunities to support our dynamic innovative client

base

Sincerely

Kenneth Wilcox

President and

Chief Executive Officer

SVB Financial Group

PWC MoneyTree Report full year 2009

PWC MoneyTree Report full
year

2009

Dow Jones LP Source 2010

Gartner Symposium/Itxpo October 2009

Alex Pete Hart

Chairman of the Board

SVB Financial Group
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